bel 
) 
O 
S 
mm 
fry 
O 
> 
> 
x 
~ 


FOREIGN TRADE IN AGRICULTURAL PRODUCTS 


HEARINGS 


BEFORE THE 
COMMITTEE ON 
AGRICULTURE AND FORESTRY 
UNITED STATES SENATE 
KIGHTY-THIRD CONGRESS 
FIRST SESSION 


EXPORTS AND IMPORTS OF AGRICULTURAL COMMODITIES 
AND THEIR EFFECT ON FARM PRICE PROGRAMS 


PART 1 
GENERAL 


LAW LIBRARY 


APRIL 9, 10, 14; 15, 16, If, 20, 21, 22, 


Printed for the use of the Committee on Agriculture and Forestry 


ap 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON 1953 








COMMITTEE ON AGRICULTURE AND FORESTRY 


GEORGE D. AIKEN, Vermont, Chairman 


MILTON R. YOUNG, North Dakota ALLEN J, ELLENDER, Louisiana 
EDWARD J. THYE, Minnesota CLYDE R. HOEY, North Carolina 
BOURKE B. HICKENLOOPER, Iowa OLIN D. JOHNSTON, South Carolina 
KARL E, MUNDT, South Dakota SPESSARD L. HOLLAND, Florida 
JOHN J. WILLIAMS, Delaware CLINTON P, ANDERSON, New Mexico 
ANDREW F. SCHOEPPEL, Kansas JAMES O. EASTLAND, Mississippi 
HERMAN WELKER, Idaho EARLE C, CLEMENTS, Kentucky 


HARRY R. VARNEY, Chief of Staff 
JAMES M. KENDALL, Chief Clerk 


II 








CONTENTS 





Statement of— 
Andrews, Stanley, Administrator of the Tecl 
ministration, Department of State 


nical Coope 


{ 


ravlor 


Baker, John A., assistant to the president, National Farmers Unio 


Benson, Hon. Ezra Taft, Secretary of Agricul 
Brossard, Edgar B., Chairman, United States 





Brinkley, Homer L., executive vice president, 


Farmer ( ‘OOpe ratives 


ire 


Tariff Con 
National 


Cot 


imission 


incil 


Fitzgerald, Dr. D. A., Deputy to the Director for Operations, Mutua 


Security Agency 


Kline, Allan B., president, American Farm Bureau Federation 
Linder, Harold F., Assistant Secretary for Economic 


States Department of State 


Newsom, Herschel D., master, the National Grange 


Ogdon, Montell E., Head, Division of British ¢ 


ritories, Foreign Agricultural Service, United States De} 


Agriculture 


Ommonwea 


Sanders, J. T., legislative counsel, the National Grange 
Schwenger, Robert B., Chief, Regional Investigations Branch, 
Agricultural Service, United States Department of Agricult 


Miscellaneous documents: 


i 


Affairs, 


Unit 


lth and T 


ya rt 





Supplementary statement on expenditures of section 32 funds, 1 
Table showing United States dutiable imports in 1949 
Table of value of imports of nonagricultural products 


classes, 1935-39 average and fiscal years 1948-52 


» 


} 


wy cf 


ment 
ment 


Foreigi 


ure 
il 


936 


Table of changes in rates of tariff duty for commodities farmers buy 
Table of changes in rates of tariff duty for commodities farme 
Selected statistics on foreign trade filed by the Secretary of 


ture: 
United States foreign trade 


r 
Agricul- 


Value and composition of United States agricultural exports 
Value and composition of United States supplementary agricul- 


tural imports 


il 


Value and composition of United States complementary agricul- 


tural imports 


Value of supplementary agricultural imports compared with agri- 


cultural exports 


Value of foreign trade in agricultural products by leading groups 


I 


Domestic exports: Quantity of selected agricultural products 
Imports (for consumption): Quantity of leading 


products 


United States value of total agricultural exports, 
United States value of total agricultural imports, 


United States exports of cotton, tobacco, w 


financed with foreign-aid funds 


Letter, dated May 6, 1953, filed by the Department 


portation of tomatoes 


heat, 


Statement filed by Allan B. Kline, president, American 


Federation 


Chart showing United States value of total agricultural exports, aver- 


age 1935-39 


Chart showing United States value of total agr 


age 1935-39 


icultural imports, aver- 


Chart showing international trade in wheat, average 1935 


an< 


agricultural 


1951 
L951 


‘arm 


39 


of State on 


Bure 


Chart showing international trade in wheat, crop year 1950-51 
Chart showing international trade in cotton, average 
Chart showing international trade in cotton, average 1948 
Chart showing international trade in soybeans, 





average 


| 


1935-39 


19 


as 
O35 


1950 
39 


‘a 


51 


20 
29 


30 


34 


36 


38 
39 


40 


86 


87 
88 
89 
90 
91 


92 


IV CONTENTS 


Miscellaneous documents—Continued Page 
Chart showing international trade in soybeans, crop year 1950-51 93 
Chart showing United States exports of selected agricultural com- 

modities as a percent of production 94 
Table showing quantity of principal United States agricultural exports 

July—December, 1950-52 95 
Table showing cash farm receipts classified by significance of foreign 

trade, United States, 1951 96 


Table showing total United States domestic exports and total ECA 
MSA procurement authorizations from United States source initi- 
ated for specific commodities fiscal years 1948-49—1951—52 99 


MSA Chart I. United States trade in agricultural commodities 116 
MSA Chart II. United States merchandise exports and imports 117 
MSA Chart III. United States merchandise trade with Western 

Europe 118 
MSA Chart IV. United States merchandise trade with areas other 

than Western Europe 119 
MSA Chart V. United States balance of payments 120 
MSA Chart VI. United States balance of payments with Western 

Europe 121 
MSA Chart VII. United States balance of payments with areas other 

than Western Europe 122 
Explanatory statement of data on trade and balance of payments 

charts a 12% 
Fact sheet filed by Mr. Herschel Newsom, master, the National 

Grange 153 
A self-financing two-price system of farm price support filed by Mr. 

J. T. Sanders of the National Grange _ - t 156 
Supplementary statement filed by Mr. Stanley Andrews, Department 

of State, relative to technical cooperation and the interests of 

United States agriculture 190 
Statement filed by Mr. James G. Patton, president, National Farmers 

Union 216 
Table showing investigations made under section 22 of the Agricul- 

tural Adjustment Act of 1933 246 
List showing classification of major currency areas 255 
Table showing percent of total private imports liberalized in each 

category, by country 256 
Table showing status of reciprocal trade agreements 257 
Table showing comparison of tariff levels in Western European coun- 

tries and the United States 259 
Table showing comparison of retail prices of basic foodstuffs in specified 

countries _ - 277 
Extract from article, United Kingdom Market for United States Farm 

Products, by Montell Ogdon, Foreign Agricultural Service 278 
Charts showing United States exports of selected agricultural com- 

modities to the United Kingdom, 1920-52 281 


Statement filed by the National Council of American Importers, Inc 283 








MIRA SO 


SS TR 


sre 


a ee 


FOREIGN TRADE IN AGRICULTURAL PRODUCTS 


THURSDAY, APRIL 9, 1953 


Unirep STATES SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C 

The committee met, pursuant to call, at 10:10 a. m., in room 324, 
Senate Office Building, Washington, D. C., Senator George D. Aik 
of Vermont presiding 

Present: Senators Aiken (chairman), Young, Thye, Hickenlooper, 
Mundt, Williams, Welker, Holland, Eastland, and Clements 

The CHarrMAN. The committee will come to order, pleas 

We are starting today hearings on exports and imports of farm 
commodities and their effects on prices and programs for agricultural 
products in the United States 

I consider this one of the more important matters which we have 
to think of in formulating farm programs for the future 

These hearings are prompted by the fact that exports of American 
commodities are showing a sharp decline while at the same time the 
pressure to permit greater quantities of offshore products to enter the 
United States markets is increasing. The result is a heavy accumula- 
tion of certain commodities under the ownership of the CCC with 
danger of spoilage and possible heavy financial loss on some items 

Among the questions for which this committee would like answers 
are: 


enn 


To what extent are import regulations affecting export 
quantities 

2. Why have exports of certain commodities such as wheat and 
cotton fallen off drastically at a time when importing nations are 
subsidizing the production of these commodities even at uneconomic 
costs? 

3. Is it possible to maintain high price levels in the United States 
without drastically regulating imports? 

4. What would be the cost of maintaining our own price support 
programs if import restrictions of competitive farm commodities were 
relaxed or removed? 

5. Is it possible, through marketing programs to adjust the dis- 
tribution of food and fiber in world markets without disrupting the 
economy of exporting nations and without creating burdensome hard- 
ships for the importing countries? 

During these hearings we hope to have clearly outlined by Govern- 
ment officials and leaders in the field of production and marketing 
the picture as to exports and imports during the past few vears and 
the outlook for the near future. We would like to have for the record 
opinions as to the effect that our present programs have had on both 
the quantity of agricultural commodities moving in international 
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trade and on the price of those commodities as well as the effect on 
international trade in other commodities. 

Lastly we would welcome suggestions as to the nature of an agri- 
cultural program that would better enable the farmers of this country 
to obtain full parity in the market place with a minimum cost to the 
taxpayers; a maximum utilization of agricultural products; a minimum 
of production controls and restrictions; and a minimum adverse effect 
on foreign trade. 

We thought it entirely fitting this morning to have as our first 
witness to appear before this committee, the Secretary of Agriculture, 
secretary Benson. 

Secretary Benson, if you will have a seat? I see you have a pre- 
pared statement and the committee would be glad to have you proceed. 


STATEMENT OF THE HONORABLE EZRA TAFT BENSON, SECRE- 
TARY OF AGRICULTURE; ACCOMPANIED BY KARL D. LOOS, 
SOLICITOR OF THE DEPARTMENT OF AGRICULTURE; ROMEO 
E. SHORT, DIRECTOR OF THE FOREIGN AGRICULTURAL SER- 
VICE, DEPARTMENT OF AGRICULTURE; AND O. V. WELLS, 
BUREAU OF AGRICULTURAL ECONOMICS, DEPARTMENT OF 
AGRICULTURE 


Secretary Benson. Mr. Chairman and members of the Senate 
Agriculture Committee. I consider it a privilege and an honor to 
have the opportunity to appear again before this committee. 

I should like, if I may, Mr. Chairman and members of the committee, 
to read the statement which I have prepared, and then take the liberty 
of calling on members of my staff who are with me to assist with 
answers to any questions that may be asked. Some of them have 
more of the details in mind than I do. 

The Cuarrman. I think we will probably save time, Mr. Secretary, 
if you read your statement, and if the members of the committee will 
mark the places, as you go along, that they wish to make specific 
inquiry about later after you have concluded your statement. 

Secretary Benson. All right. Thank you. 

Your committee is to be congratulated on the timeliness of this 
series of hearings on foreign trade in agricultural products. It comes 
when important changes are occurring in the volume of agricultural 
exports and when major policy decisions are imminent. This inquiry 
is certain to provide helpful information in the light of which wise 
decisions may be made. The Department of Agriculture stands 
ready with all its resources to aid this committee in its deliberations. 


GENERAL ADVANTAGES OF SPECIALIZATION AND TRADE 


The prosperity of the United States has been built largely upon 
specialization. We have progressed far from colonial days, when 
each American family had to produce its own needs. Today practi- 
cally every person is a specialist, producing only a few goods or 
services, and buying all the other things he needs. ‘The modern farmer 
is a specialist. He is, you might say, a manufacturer. He combines 
his land; personal, family, and hired labor; capital; seed; fertilizer; 
ete.; and produces products for the market. He uses increasing 
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amounts offmachinery and other capital, and he concentartes his 
efforts on a few commodities which are suited to his particular farm. 
This has led to specialized areas: cotton and tobacco in the Southeast, 
corn and hogs in the Midwest, potatoes in Idaho and Aroostook 
County, Maine, and so on. 

Clearly this specialization would have been impossible without 
trade. We have been able Lo specialize because the prod icer could 
find markets for his coods. Within our borders, we have fostered 
the development of trade between the 48 states. The United States 
is the largest single area in the world within which trade is relatively 
unrestricted. This policy has helj,ed farmers as well as wage earners 
and businessmen 

As a nation we have gained from trade with other nations. We 
have eained by importing some coods that can be produced more 
economically abroad. And we need foreign markets for many Ameri- 
ean goods, including the products of American farms. 

Speaking of the importance of international trade, President 
Eisenhower said in his message just 2 days ago: 


Our trade policy is onlv one part, although a vital part, of a larger problem. 
This problem embraces the need to develop, through cooperative action among 
the free nations, a strong and self-supporting economic system capable of pro- 
viding both the military strength to deter aggression and the rising productivity 
that can improve living standards. 

These basic facts are hardly disputable. We want trade, we need 


trade, both within the United States and in international markets. 
The problem is how to encourage a form of trade that will most nearly 
meet our needs. 


OUR NET POSITION WITH RESPECT TO FOREIGN TRADE IN AGRICULTURAL 


PRODUCTS 


Both our exports and our imports of agricultural products have 
been much higher since World War II than the ‘y were in prewar days. 
This is true both in terms of dollars and of physical que iuntities. 

The average value of our agricultural exports in the 5 years 1935-39 
was $748 million. Last year (1951-52) it reached a record high of 
$4.0 billion. The large exports since the war, together with high 
domestic employment and prosperity, have he Iped to maintain a good 
market for the commodities produced by American farmers. 

Agricultural imports rose from an average of $1.2 billion in 1935-39 
to $4.7 billion in 1951-52. Of the $4.7 billion worth of agricultural 
imports, $2.7 billion represented such complementary products not 
grown commercially in the United States as coffee, rubber, and cocoa. 
The remaining $2.0 billion worth of imports represented supplementary 
goods such as livestock products, sugar, wool, and a variety of other 
produc ts of which we produce less than we consume. 

During the present crop year (July 1952 through June 1953), we 
are experiencing a sharp drop in agricultural exports, and a moderate 
drop in agricultural imports. We now estimate that the value of our 
total agricultural exports will drop from $4.0 billion in 1951-52 to 
about $2.9 billion in 1952-53. Agricultural imports may drop from 
$4.7 billion to about $4.4 billion. In other words, we estimate a drop 
of approximately 28 percent in agricultural exports, and of 6 percent 
in agricultural imports 
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Our nonagricultural exports have not declined. They totaled 
about $11.5 billion last year and are estimated at about the same 
amount this year. The reduction in exports of farm products, while 
exports of nonfarm products were maintained, was due primarily 
to generally larger farm supplies of commodities competing with 
United States exports. 

Since the war, our total exports (both agricultural and nonagri- 
cultural) have been considerably larger than our total imports, 
resulting in a so-called favorable trade balance. This situation has 
been possible only because the United States has financed many of the 
exports through loans and grants. In the case of agricultural goods, 
our imports are larger than our exports. 

Senator HoLLtanp. Mr. Secretary, would you permit a question at 
this time, or did you announce a contrary policy? 

The Cuarrman. Is it clarifying? 

Senator HoLLaANpb. It is about this matter. 

The CHarrMan. I hoped we could save our main question period 
for afterward, but if it is for the purpose of clarifying a statement the 
Secretary has made at that point, it will be all right. 

Senator HoLianp. I will wait until we get through, Mr. Chairman. 

The CuarrMan. All right. I thought we would save time if we 
did that, and then we will try to alternate the questions so that one 
person will not ask all of the questions. After Senator Young has fin- 
ished with one we will go to somebody else. 

Secretary Benson. Shall ] proceed? 

The CHAIRMAN. Proceed, Mr. Secretary. 

Secretary Benson. A considerable, but declining os of our 
agricultural exports since the war has been financed by foreign-aid 
funds. In 1951 52, these funds financed 14 percent of our cotton 
exports, 18 percent of our tobacco exports, and 45 percent of our wheat 
exports. These estimates relate only to direct foreign aid. They do 
not include shipments that may have been financed by dollar exchange 
created by military aid or other grant funds. 

Gold and dollar assets held by foreign countries increased nearly 
one-fifth during fiscal 1950-51 following Korea. But with a drop in 
the value of United States imports during 1951 while exports held at 
high levels, foreign gold and dollar assets held abroad declined. At 
the beginning of 1953, foreign gold and dollar assets were up mod- 
erately from mid-1952. By the end of February United Kingdom 
holdings were up approximately one-fourth from midyea 


THE PRESENT SITUATION FOR UNITED STATES EXPORT COMMODITIES 


I shall now review briefly the current situation of our major export 
commodities. Wheat, cotton, and tobacco generally make up about 
two-thirds of the total value of our agricultural exports. In the past 
2 years fats, oils, and oilseeds have contributed another 10 percent, 
and fruits and vegetables about 5 percent of the total. I shall mention 
each of these major export commodities in turn. 

Cotton.—Exports of cotton from the United States during the 
1952-53 crop year will probably be about 3.5 million bales or a little 
larger, compared with 5.5 million in the preceding crop years. The 
decrease in United States e xports was caused by an increase of about 


srepae ye 





fUREIGN TRADE IN AGRICULTURAL PRODUCTS o 


10 percent in the supply of foreign cotton and by a sharp drop in the 
prices of foreign cotton. 

During the ‘first few months of the 1951-52 season prices of foreign 
cotton were higher than those for comparable qualities of United 
States cotton, and importing countries bought large amounts of cot- 
ton from us. Prices of foreign cotton began to decline in February 
1952 and continued downward through the remainder of that calendar 
year. Although the price of United States cotton also declined, 
prices of foreign cotton have generally been lower than those of United 
States cotton during the current crop year. Consequently, importing 
countries have bought a larger proportion of their cotton from other 
exporters than they did during 1951-52. 

The Department is supporting the Maybank-Capehart bill, which 
makes available insurance on stocks of American cotton and other 
farm products held abroad. This insurance would provide protection, 
not now available, against such extraordinary risks as insurrection, 
seizure, and confiscation. Availability of this insurance would permit 
an increase in stocks of cotton held abroad and would expedite the sale 
of American cotton. 

The decrease in United States cotton exports has occurred in that 
part of our exports which are financed by free dollars. The number 
of bales purchased with loans and grants by the United States Gov- 
ernment to other countries will be about the same for both this year 
and last year, 1.2 million bales. 

Questions have been asked as to whether an export subsidy is being 
considered for cotton. No such program is now being planned. 

Mr. Chairman, in view of the importance of this particular item 
right now, I would like to make a somewhat fuller statement, if I may. 

Recently, when I testified before this committee on developments 
in the Department of Agriculture, I talked about the studies we were 
making on the long-range farm program—a program for 1955 and 
later, which would be an improvement, we hope, over the one we now 
have. I suggested that many proposals needed careful scrutiny, 
among which were price insurance and two price plans 

Senator WeLker. What was the second one there, Mr. Secretary. 

Secretary Benson. Price insurance and two price plans. 

Senator Weiker. Thank you. 

Secretary Benson. In response to a specific question on the pos- 
sibility of an export subsidy being used for cotton, I indicated that 
it should also be studied. Reports have come to us that foreign 
buyers of American cotton as well as some of the cotton merchants of 
this country have apparently interpreted these statements as in- 
dicating the strong possibility of an early announcement of an export 
subsidy on American cotton. This has caused me serious concern, 
as I know that buyers pull out of the market when there is some 
likelihood of Government action which may cause a decline in price. 

To clear up this matter definitely, I would like to state very posi- 
tively that the Department of Agriculture does not even have under 
consideration a cotton-export-subsidy program for the current market- 
ing vear. Neither do we anticipate using such a device in the fore- 
seeable future. 1 hope that this definite statement of present policy 
and future intention will eliminate any uncertainty regarding an 
export subsidy which seems to be hanging over the market 
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Grain.—United States exports of wheat and flour (in terms of wheat 
equivalent), in the year beginning July 1, 1952, are expected to total 
about 325 million bushels. This is sharply below the 475 million 
bushels of a year ago, due to a number of causes. Stocks in 
many European countries at the beginning of the marketing year 
were larger than in other recent years as a result of favorable 
production and heavy imports in 1951-52. Exports from Canada 
are larger this year, reflecting a record large production in that country. 
Last vear exports from Canada were small as a result of reduced 
availability of wheat of export quality. Also, last year crops in 
Australia and Argentina were small. The supply position in India 
this vear is much imporved and imports reduced compared with 
1951-52. 

In the past 4 years participation in the International Wheat Agree- 
ment fac fits ited the movement of United States wheat into export in 
competition with wheat from other surplus-producing countries. 
This was accomplished by the payment of an export subsidy equal to 
the difference between our supported domestic price level and the 
maximum agreement price. 

For more than 2 months we have been neogtiating toward a renewal 
of the International Wheat Agreement. We are hopeful that a wheat 
agreement can be concluded at prices which will be realistic. 

Exports of feed grains for the 1952-53 (October-September) season 
are expected to total nearly as large as the 4.7 million tons exported 
in 1951-52. 

Tobacco.—In recent years exports have been an outlet for about one- 
fourth of the tobacco crop. It is expected that about 450 million 
pounds will be exported in the current fiscal year—one-eighth less 
than in 1951-52. In the last half of 1952, tobacco exports were down 
principally because of the reduction in the quantity shipped to the 
United Kingdom. However, during the first half of 1953 a substantial 
quantity from Government loan stocks will go to Britian. 

For 1953—54 tobacco e xports seem like ly to be as laree as in 1952-58 
and pe ‘rhaps a little larger. Favoring United States tobacco exports 
are its high quality, the comparatively low level of stocks abroad 
relative to consumption, and the importance of tobacco for collecting 
covernmental revenue in a number of countries. 

Fruits.—The principal fruits exported from the United States are 
apples, pears, oranges, grapefruit, and dried neg Exports of fresh 
deciduous and dried fruits have been smaller in recent years than 
those before World War II, although storie of fresh citrus and 
canned fruits have been larger 

Exports in recent years have been strongly influenced by export- 
payment programs under section 32. For 1952-53, export-payment 
programs are in operation for oranges, grapefruit, and raisins. Even 
with the hélp of these programs, exports of fresh and dried fruits are 
expected to be somewhat smaller than in 1951-52. 

Senator KastLanp. Could I ask a question? What is the export- 
payment program, Mr. Secretary? 

Secretary Benson. It is the use of section 32 funds. 

Senator EastLtanp. Is it to subsidize the exports of fruits and 
oranges and grapefruit? Is that what it is, Mr. Secretary? 

The Cuarrman. I think the basic law permits section 32 funds to be 
used for the removing of surpluses of this type of commodity from the 
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market, or for promoting foreign markets. I don’t know under which 
provision it would be done. 

Senator EASTLAND. | wanted to know what the statement meant 
Is it an export subsidy on those fruits to make the price competitive? 
That is what | wanted to know 

The CHarrMan. It could be done under section 32, 1 think, Senator, 
for the purpose of developing new outlets for surpluses or of intro- 
ducing the use of certain types ol commodities in foreign countries 
which might not otherwise be using them 

Senator EasrLanp. Is it being used? ‘That is what | want to know. 
What are the facts? 

Secretary Benson. Yes. It has been used, Senator. The program 
has been used to help to stimulate consumption and to help remov 
apparent surpluses by the use of section 32 funds. 

Senator Easrianpb. | favor it, but I was trving to find out 

Secretary Benson. | think the legislation indicates that th prior- 
ities shall be given to the nonbasic pe rishable commodities, 

The CHatrMan. That was in the act of 1949 

Senator Taye. Mr. Chairman, would it be possible to have the 
record show the amounts used from section 32 funds in the promotion 
of these exports of perishables? 

Secretary Bi NSON, Yes Ve could cet that 

The CHarrMan. Without objection that will be furnished and 
inserted in the record. 

Senator HoLLANpb. | am exceedingly interested in this. Old mem- 
bers of the committee will remember the suggestion that priority be 


il 
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civen in the use of section 32 funds for fruits and vegetables and other 
perishables which are both nonbasic and non-price-supported, emanated 
from me; and I very much want the whole picture to appear at this 
point. Not just the total, but the breakdown, because I th 
the only way in which under present law the very | 
producers get any help at all, and | want to show what they nave 
gotten and how in this part of the statement, because I think all mem- 
bers of the committee would like that information 

The CHatrMan. I think the Secretary will see that this information 
is furnished. 

Secretary Penson. Yes, sir; Senator Holland. We will provid 
that and be happy to do so. 

(The information is as follows: 


fink It is 


large seements of our 


Section 32 funds amounting to $260,131.250 have been used t uke export 
pavments on agricultural commodities in the fiscal years 1936-52 

Total export payments by commodities or commodity groups for this period 
were as follows: 
Cotton $98, 629, 517| Tree nuts $2, 879, 878 
Grain 58, 988, 521 | Vegetables 1, 881, 315 
Fruits 54, 407, 567 | Other 1. 679, 461 
Eggs and poultry 17, 225, 567) Dairy products 145, 134 
Peanuts and products 15, 602, 289] Livestock products 141. 620 
Tobacco 8, 550, 381 | 


Nearly all of the cotton and all of the tobacco, vegetable, tree-nut, dairy- 
product, and livestock-product export payments were made prior to 1950. More 
than 80 percent of the grain and two-thirds of the eggs and poultry and peanut 
and products export payments were also made prior to 1950. About 80 percent 
of the export payments on fruits were made in the period 1950-52. 


Secretary Benson. I will proceed with my statement now. 
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EFFORTS TO AID OR RETARD THE MOVEMENT OF TR ADE IN AGRICULTURAL 


PRODUCTS 


Tariffs have been generally lowered during the past 20 years. The 
protective effect of our tariffs on agricultural products has been re- 
duced in two ways. First, the dollars-and-cents magnitudes of many 
tariffs have been substantially reduced by negotiations under the 
Reciprocal Trade Agreements Act. Second, the increase in the gen- 
eral level of agricultural prices means that a given dollars-and-cents 
half as large in relation to market prices now as It 


tariff is only about 
the change in the value of the 


was 15 years ago, due, of course, to 
dollar. 

The tariff protection afforded against dutiable agricultural imports 
by the statutory duties in the prewar period when the price level was 
low would have amounted to over 50 percent of the value of the prod- 
ucts. These same duties at the current higher levels would afford 
about 25 percent protection. Due to the duty reductions under re- 
ciprocal trade agreements made in exchange for reductions in foreign 
countries’ duties on products we export, United States tariffs actually 
in effect provide now only about 13 pereent protection. 

In addition to tariffs, the United States and other countries have 
s to aid or retard the movement of trade in 


used many other device: 
agricultural products. Prior to our entry into World War II, the 


United States had established import quotas on sugar, under the 
Jones-Costigan Act and on cotton and wheat under section 22. In 
recent years import controls have been applied at various times on 
flaxseed, peanuts, fats and oils, rice and dairy products under several 
authorities, the latest of which is section 104 of the Defense Production 
Act. 

The United States has also used subsidies at various times to 
stimulate exports of agricultural products. Prior to World War II, 
subsidies were in effect on wheat, flour, and cotton under section 32, 
as on some other products. During the past year or two, 
ide on fresh and dried apples, 
grapefruit, lemons, oranges, 


as well 
section 32 export payments have been ms 
winter pears, dried prunes and raisins, 
and honey. 

Certain actions which affect foreign trade have been taken for other 
than price protection reasons. The embargoes on imports of cattle 
from Mexico and Canada were designed to protect the United States 
livestock industry from the possible ‘ntroduction of foot and mouth 
disease. Export quotas have heen used at times since World War Il 
to conserve domestic supplies or to implement international food 
allocations. 

Foreign-aid programs, such as that of the MSA and its predecessor, 
the ECA, while directed toward broader objectives, supplied a 
substantial part of the dollars needed by foreigners to buy cotton, 
wheat, and tobacco in the United States. Grants for postwar relief 
and rehabilitation, military shipments of food for civilians in occupied 
territories, and long-term loans have all had their effects on the volume 
of United States agricultural exports since World War II. 

Many nations have erected even more complicated devices to 
regulate foreign trade. In addition to using tariffs, quotas, and 
subsidies, various countries have influenced trade by multiple ex- 


change rates which provide disguised export subsidies, and have 
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made barter deals of such complexity that it is virtually impossible 
to estimate the price concessions made on individual commodities. 
They have also used exchange controls to conserve their scarce 
dollars, often buying in non-dollar areas even at higher prices. 


PRICE SUPPORTS AND EXPORTS OF AGRICULTURAL PRODUCTS 


If the price of an export commodity is supported substantially 
above the world level, we price ourselves out of the world market. 
The export subsidy on wheat is currently the most dramatic example 
of an attempt to bridge the gap between price support and foreign 
trade objectives for our export crops. The amount of the wheat 
subsidy during the 4 years of the International Wheat Agreement 
was 62 cents a bushel and averaged about $140 million annually. 

During the past vear, price competition has also reappeared in the 
world cotton market, and our exports would doubtless have been 
larger if we had been able and willing to sell at moderately lower prices. 

Conflict between price support and export policy is likely to be more 
acute with high and rigid supports than with flexible supports at a 
somewhat lower average level. High support prices may intensify 
the export problem by stimulating overproduction and increasing the 
amount of product for which foreign outlets must be sought 

Producers of export commodities such as wheat and cotton face 
some difficult alternatives in the years just ahead. The prices required 
by our present support legislation will in some cases be too high to 
meet competition from other exporting countries. Declining exports 
will then intensify the problem of production readjustment, which, 
under existing laws, must be carried out by means of acreage allot- 
ments and marketing quotas. Export subsidies, with or without 
commodity agreements, would transfer part of the problem from pro- 
ducers to taxpayers and would invite retaliation from other nations 
exporting the same products. ‘T'wo-price systems or domestic allot- 
ment plans have been proposed by some groups as less objectionable 
means of separating the export from the domestic market. Lower 
and more flexible price supports offer another means of reducing con- 
flicts between price support and export objectives. 


PRICE SUPPORTS AND IMPORTS OF FARM PRODUCTS 


Price support: Agricultural programs are neither financially able to 
nor should they be expected to, support prices on a worldwide basis. 
The huge acquisitions and costs of placing a price floor on an inter- 
national scale (with no control over output or quantities that could be 
imported) could result either in discontinuance of the price support 
program, a cutback in domestic production, or a reduction in the price- 
support level. 

Marketing agreements and orders: Imports can interfere with the 
achievement of the objectives of marketing agreements and orders 
even though the effects are not as obvious as under price support. 
Under a marketing agreement and order program, the industry with 
Government approval usually works out a marketing plan which allows 
for a certain volume to be marketed domestically and a certain price 
objective. If imports attracted by the higher price turn out to be 
larger than planned, it becomes more difficult, if not impossible, 
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achieve the price objective. Frequently the Government is affected 
because the price or surplus situation which arises makes it necessary 
to spend section 32 funds to handle the surplus, either by finding new 
outlets in the United States or abroad 


Section 32: Unrestricted imports can nullify the effects of section 
2 operations The heh ce of section 32 0 per ations is to give price 
assists ance by ce Ve lo p Ing new outlet 5 lor surp yluse Ss If 1 mm ports increase 


by the amount of the surplus that the section 32 operation removes, 
the effects of the section 32 opers ition thus are nullified 

Marketing quotas: Unrestricted imports, likewise, can =— the 
effects of marketing quotas which seek to adjust supplies 1 o needs 
These adjustments are undertaken as part of price-support operations 
Their purpose is to adjust Gomesiac marketings to the quantities 
needed, after allowing for a specified volume of imports. If imports 
exceed the quantities anticipated in planning the quota they can 
interfere with the marketing of the domestic crop and increase the 
quantities the Government will have to acquire under the price- 
support program. 

Many of the commodities included in these price support and mar- 
keting-order programs are subject to substantial import competition. 
In many cases the price-support level is substantially above the world 
market price, even after allowance for the customs duties assessed 
against imports. When that happens, imports are attracted to this 
country from all over the world, including areas whose products 
would normally be exported in whole or in part to other countries 
where they may be badly needed. But the price-support level in 
this country acts like a powerful magnet to draw these commodities 
out of their normal flow in international trade. When we seek to 
limit the effect of this influence, we are simply seeking to diminish or 
avoid the distortion of trade by the stimulus of an artificial influence, 
such as a price-support program. 

[ am sure the Congress would not enact a statute making mandatory 
the support of the world price of agricultural commodities at 90 per- 
cent of American parity. Yet that is what the present mandatory 
supports mean if we do not have a readily available and effective 
method of controlling imports of those commodities or products 
whose prices are maintained here above world levels by price support 
or marketing-order programs. 


LEGISLATIVE REMEDIES FOR EXCESSIVE IMPORTS ATTRACTED BY 
PRICE SUPPORTS 


In recognition of the fact that a stimulation of imports can impose 
an intolerable burden on a price-support program, the Congress 
enacted section 22 of the Agricultural Adjustment Act. ‘This section 
provides for the imposition of import quotas or import fees whenever 
imports of any agricultural commodity or product thereof render or 
tend to render ineffective or materially interfere with any _ e support 
or marketing order (and certain other) program. ‘This is permanent 
legislation. 

Although section 22 was originally enacted in 1935, it was very 
little used. It calls for investigations by the Tariff Commission afte1 
recommendation by the Secretary of Agriculture. Only 5 such 
investigations have been instituted in the past 17 vears. Experience 
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has shown that these investigations are long drawn out and this 
procedure has proved to be wholly ineffective to meet the problem 
This is indicated by our experience with wool. Wool price support 
is mandatory at such relation to parity between 60 and 90 percent as 
determined necessary to encourage an annual production of approxi- 
mately 360 million pounds of shorn wool. Current production is 
considerably below this coal and wool is ¢ urrently being S ipported at 
90 percent of parity. Upon the recommendation of the Secretary of 
Agriculture that imports of wool were interfering with the wool price 
support program, the President directed an investigation under section 
22, which was instituted by the Tariff Commission, and hearings 
were held commencing September 29, 1952. Up to this date no report 
has been made by the Tariff Commission. Imports of foreign wool 
have been received in large quantities and the marketing of domesti- 
cally produced wool has been materially retarded. Commodity 
Credit Corporation presently holds under loan about 100 million 
pounds of 1951 and 1952 crop wool, representing almost half of the 
1952 production. In the 12 months ending December 31, 1952, 
imports of wool have been 300 million pounds (actual weight basis, 


dutiable wool). We are simply immobilizing our domestically pro- 
duced wool and it is being replaced by imports 
Because of the failure of the executive branch to use section 22 in 


such a manner as to achieve the objectives of its enactment, Congress 
enacted section 104 of the Defense Production Act. This section 
applies only to certain fats and oils, butter, cheese, and other dairy 
products, peanuts, and rice, and rice products. It requires that im- 
ports of such commodities shall be limited to such quantities as the 
Secretary of Agriculture finds will not: 
(1) impair or reduce domestic production below current levels 
or such higher levels as deemed desirable; 
(2) interfere with orderly domestic storing and marketing; or 
(3) result in an unnecessary burden or expenditure under a 
price-support program. 

Discretion is given to increase the import quota otherwise deter- 
mined by 15 percent in the interest of international relations and trade. 
This legislation expires with the expiration of the Defense Production 
Act on June 30, 1953. 

One of the first actions taken under section 104, following its enact- 
ment in 1951, was to place import restrictions on butter as a protection 
to the milk and butterfat support program. Butter was embargoed 
and restrictive quotas were placed on cheese. An embargo was also 
placed on dried skim milk; but no action was taken with respect to 
other dried milk products. Thereupon a rapid rise occurred in the 
imports of dried whole milk, dried buttermilk, and dried cream. From 
insignificant quantities in 1950 and the first half of 1951, these imports 
rose to a total of 50 million pounds in 1952. Effective January 1, 
1953, quotas were placed on these products. With the heavy accumu- 
lation of butter and other dairy products acquired under the support 
program during the past few months, it became necessary to embargo 
further imports of these products effective April 1, 1953. 

Had it not been for these import restrictions, large quantities of 
butter and other dairy products would unquestionably have been im- 
ported. These imports would have displaced in the domestic market 
corresponding quantities of domestically produced products which 
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would have been tendered to Commodity Credit Corporation under 
the support program. We would have been obliged to purchase not 
only our own domestically produced surplus, but also all of these 
products that foreign countries chose to ship to us at prices just below 
the support level. Without these controls, the milk and butterfat 
price-support program could not possibly have been operated without 
much greater losses than are presently in prospect. 

Our latest action under section 104 has been the imposition of a 
quota on tung nuts and tung oil for the period April 8 to June 30. 
With prices close to support levels under the mandatory price-support 
program and with large unsold stocks now on hand, action was neces- 
sary to prevent undue burden and expenditures under our support 
program. In fixing the amount of the quota, consideration was given 
to the supplies afloat; so that the delay in the announcement will not 
result in larger imports than contemplated by the determination. 

The control of imports under section 104 is both prompt and effec- 
tive. But is has been subjected to severe criticism on the ground 
that the procedure is arbitrary in character ; and it has been the source 
of much friction in international relations. 


THE DEPARTMENT'S POSITION ON CURRENT ISSUES 


Four major issues confront us with respect to departmental pro- 
rams on foreign trade in agricultural products. These are: 

(1) How sball we endeavor, through regular departmental machin- 
ery, to service our foreign trade in agricultural products? 

(2) What shall be our position with respect to a renewal of the 
Trade Agreements Extension Act of 1951, which expires June 12, 1953? 

(2) What shall be our attitude toward the use of section 22 of the 
Acricultural Adjustment Act? 

(4) What shall we recommend with respect to continuation of 
section 104 of the Defense Production Act, which expires June 30, 
1953? 

I shall outline briefly my present feelings on these four items: 

Servicing agricultural exports: In the face of this situation so 
important for agriculture and so complicated and far reaching in its 
details, I have considered it necessary to establish a major unit of the 
Department of Agriculture, the Foreign Agricultural Service, to 
concern itself with all aspects of the interests of United States agri- 
culture in the field of foreign trade and economic relations. This 
agency is under the direction of Mr. Romeo E. Short, who is available 
to discuss this matter with vou further, if you wish. 

The new agency will press vigorously for exports of United States 
agricultural products. It will participate on behalf of the Department 
of Agriculture in governmentwide programs, such as the reciprocal 
trade agreements program, affecting our foreign trade. It will con- 
cern itself with the activities of the representatives of agriculture in the 
various United States Embassies and legations abroad, backing them 
up in their efforts to advance the interest of our trade in agricultural 
products. It will make the facilities of the Department of Agri- 
culture available for cooperation in the work of giving technical 
assistance to the underdeveloped foreign countries whose advancement 
‘s of so much concern to the United States in order that they may 
raise their standard of living and become strong and independent 
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trading partners of ours in a community of prosperous freedom- 
loving nations. 

Continuation of Reciprocal Trade Agreements Act: The authority to 
negotiate trade agreements will expire June 12, 1953. Originally 
enacted June 12, 1934, with authority for a 3-year period, the act has 
been extended from time to time. It presently authorizes negotiation 
of trade agreements with foreign nations pursuant to which the Presi- 
dent may proclaim increases or decreases of duty not exceeding 50 
percent of the duty in effect on January 1, 1945 

While negotiations of increases of duty are authorized, no such in- 
crease has ever been negotiated. The authority has been used to 
reduce tariffs to the point that the customs duties presently in effect 
are the lowest in the history of the United States 

The authority is also broad enough to cover matters relating to 
foreign. trade in. addition to duties. Negotiations should be broadened 
to consider regulatory devices other than tariffs, such as quotas and 
manipulated exchange rates. Other nations have employed these 
devices to our disadvantage, offsetting seeming gains obtained through 
tariff modifications. The authority might also be used to negotiate 
a regulation of foreign trade in some agricultural products similar to 
regulations authorized by marketing agreements and orders 

The Reciprocal Trade Agreements Act should be extended for the 
period of 1 vear. The President so recommended in his message to 
the Congress on April 7. In that message the President said 


I propose this action as an interim measure As such, it will allow for the 
temporary continuation of our present trade program pending completion of a 
thorough and comprehensive reexamination of the economic foreign poliey of the 


United States. 


The Department of Agriculture expects to participate in the reex- 
amination proposed by the President. The whole subject is one of 
tremendous importance to American agriculture. In our study of the 
subject it will be our purpose to give full and sympathetic considera- 
tion to the needs and views of all of our agricultural commodities and 
groups. Pending completion of this reexamination the act should be 
continued. It contains a number of important provisions which should 
not be allowed to lapse without other legislation to take their place 

A strengthened section 22: We feel strongly that Congress intended 
section 22 to be used, and used effectively whenever necessary to pro- 
tect price-support and other programs. The statutory history clearly 
so indicates. I am sure that some effective means of controlling 
imports of agricultural commodities and products is absolutely essen- 
tial to the success of many of this Department’s programs. If com- 
modities which are susceptible to import competition are supported 
in price or if marketing is limited by marketing orders, marketing 
quotas or the like, the quantity of the domestic product withdrawn 
from the market, in the absence of such controls, will simply be re- 
placed by imports of like competitive products from abroad. Such 
imports impair or destroy the effectiveness of the Department’s pro- 
grams and prevent American growers from deriving the benefits the 
programs are designed to afford them. With increasing competition 
appearing from abroad and with increasing surpluses developing in 
this country, the future success of many of our programs is largely 
dependent upon the existence of adequate machinery for import con- 
trols and its prompt and effective utilization in all proper cases 
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Section 22 can and should be strengthened to meet this need. The 
President’s authority under section 22 covers all agricultural commodi- 
ties, and products thereof, for which the Department of Agriculture 
has a program. Moreover, it is embodied in permanent legislation. 
The problem is not a temporary one; it will be with us as long as we 
have any programs that keep our domestic prices above the world level. 

As I have already shown, section 22 has not been administered 1 
the past in such a manner as to meet the problem. But it can be 
made an effective instrument by improved administrative procedure 
and by ae menting it with authority, in an emergency, to Impose 
the quotas or import fees within the limits specified by the section, on 
an interim basis pending decision by the Tariff Commission and 
action thereon by the President. So strengthened, section 22 would 
assure the protection of the Department’s price-support and other 
programs against interference or nullification by the distortions in in- 
ternational trade which such programs are likely to create. 

Expiration of section 104: With the strengthening of section 22 in 
the manner suggested, there will be no need for an extension of section 
104. That section applies to only a limited number of commodities, 
and there are other commodities, such as wool, already mentioned, 
that need similar protection for their price-support and other pro- 
grams. Procedure of general applicability to agricultural commodi- 
ties is preferable to a procedure limited to a selected list of com- 
modities. 

lurthermore, section 104 goes beyond what is needed to afford pro- 
tection to price support and other Department programs. Only 1 of 
the 3 criteria for restricting imports mentioned in the section relates 
to price-support programs. The other two criteria relating to im- 
pairing or reducing domestic production or interfering with orderly 
domestic storing and marketing can be invoked at price levels above 
those contemplated by a price-support or marketing-order program. 
Such authority was doubtless desirable during the war emergency, 
but as a continuing authority it is not needed. 

Section 104 was enacted as a temporary measure and carries a 
definite expiration date. The problem of protecting price support 
and other programs against excessive imports is not a temporary one. 
Therefore, legislation to meet this problem should, we believe, be on a 
permanent rather than a temporary basis. 

A proceeding before the Tariff Commission is better suited to the 
development in an orderly manner of all relevant and material facts 
than is administrative action by an executive department. The 
Tariff Commission has had long experience in the conduct of investi- 
gations; it has a staff of experts trained in such matters, and it is in 
position to afford full opportunity for hearing to all interested parties. 

The Secretary of Agriculture is charged with the formulation and 
administration of price support and other programs, It seems only 
fair and just that his decision with respect to interference with one of 
his programs should be subject to the review of an independent 
investigating body such as the Tariff Commission. An investigating 
body like the Tariff Commission gives all sides an equal opportunity 
to present their views. 

Kor the foregoing reasons, it seems desirable to effectuate a per- 
manent procedure applicable to all agricultural commodities whereby 
protection against excessive imports may be afforded pr ice support 
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and other programs of the Department of Agriculture, through a 
procedure before the Tariff Commission. 

The CHarrMan. Mr. Secretary, I think every member of the com- 
mittee appreciates the comprehensive statement which you have made 
Now we come to the question-and-answer period. 

As I indicated at the beginning, we want as many members of tl 
committee as possible to participate in the questioning concerning th 
various points which you have raised. Therefore, I will ask each 
member of the committee to confine his intial questions to the No. 1 
question. 

With the indulgence of the committee, I am going to ask you the 
first question, although the Chair has observed as a rule that, if he 
does not ask questions, the questions which he did not ask would 
invariably get asked by someone else before the session is ovet 
My question now is in regard to section 104. 

First, | point out that even with section 104 in effect, which has 
come in for so much adverse criticism from importers and people 
from foreign countries, it is apparent that the overall imports of dairy 
products during recent months and during the past vear have fat 
exceeded any other period, I believe, in history Even though certain 
types of cheese have been restricted, the overall imports of dairy prod- 
ucts have far exceeded any other period which we have had, at least 
in the last 20 vears. I won’t go back beyond that Sut vou pointed 
out that section 22 had been ineffective, and section 104 has been effee- 
tive in protecting farm programs 

Section 104 was enacted because section 22 was permissive and the 
administration was not sympathetic to the objective of those who 
inserted section 22 in the law. But, for one, I agree with you that to 
have this protection incorporated in a permanent law is far more 
orderly and probably more effective in the long run than it is to have 
it sticking out like a sore thumb on some other type of legislation. 
But section 104 has been effective because it was mandatory. 

In your opinion, in strengthening section 22, should the provisions 
for controlling imports—that is, regulating imports—be made manda- 
tory upon the administration? 

Secretary Benson. Well, I think, Senator 

The CHatrMAN. Will it be effective any more than it has in the 
past? 

Secretary Benson. | think, so Jong as we have our present pro- 
grams of price support, it is almost imperative that it be mandatory 
that the President be given emergency authority when necessary to 
act, even before the Tariff Commission has made its findings. It 
seems to me that unless that is done we are going to be subject to the 
possibility of very heavy imports at a time when we are trying to 
support our prices domestically through subsidy payments—price 
supports. 

For example, recently we received word that a large shipment of 
2 or 3 boatloads of a certain commodity from 1 of the offshore coun- 
tries was approaching the New York Harbor. There was nothing that 
could be done about it. Had we had some mandatory direction o1 
authority, we could have given protection to domestic growers 

At the same time, of course, I recognize that the administration 
and I presume all of us—wants to encourage trade with our friends 
abroad—with freedom-loving countries. But, if we are going to have 
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machinery to protect our domestic programs against excessive imports, 
then that machinery should be effective. Otherwise, there is no need 
for it 

The CHarrMaNn. We have to make sure it is going to be used. 

Secretary Benson. That is right. 

The CHAIRMAN. Senator Young. 

Senator Young. Mr. Chairman, I wonder if I could ask more than 
1 question and not take more than 5 minutes; not over 7 minutes 
at the most. I am afraid one question may lead to another. 

The CHarkMAN. By unanimous agreement the Senator from North 
Dakota will be permitted to question for not over 7 minutes. 

Senator Young. First, Mr. Secretary, I think you are encountering 
more difficult problems in agriculture than any previous Secretary, 
previous to World Warl. I think if we look over the record of agri- 
cultural prices for the past 30 years they have not been very favor- 
able, excepting during war per iods. In times of peace we have always 
had a tremendous problem of imports. 

I would like to have the Secretary’s approach to the import problem. 
In the matter of our war-defense program, which is on a worldwide 
scale and a bigger scale than any other country in the world, the result- 
ing taxes are added by industry to the cost of its goods. Is that not 
true, Mr. Secretary? 

Secretary Benson. Yes. I think that is the general approach. 

Senator YounG. And organized labor, saddled with additional taxes, 
can get cost-of-living wage increases. Is that not true? 

Secretary Benson. Yes, I think so. 

Senator YounG. There is no way that a farmer can do it, is there? 
That is, to increase the cost of his products to reflect increased taxes? 

Secretary Benson. Well, it is certainly very difficult. Under 
some of the marketing-agreement orders an approach has been made 
through voluntary action, with the help of the Government, to place 
some restriction on the quality or quantity marketed as a means of 
helping to strengthen the price level; and through cooperative action 
it is sometimes done. But it is much more difficult, certainly, in 
agriculture. 

Senator YounG. But, if we carry on our present defense program 
as we very likely will, the problem of the farmer will even be more 
aggravated in the future. 

Secretary Benson. Well, | hope not. 

Senator YounG. Ninety percent parity income for a farmer isn’t 
too high, whether he obtains it by price supports or by other means. 

Secretary Benson. Of course, I would like to see him get 100 
percent, and more, if he can get it. 

Senator Youna. If we should obtain 100 percent parity, our prob- 
lem of imports under present conditions would be even more aggra- 
vated than now. Is that not right, Mr. Secretary? 

Secretary Benson. Without restrictive measures, certainly, be- 
cause the magnet would be that much more powerful in_ pulling 
other commodities to our shores. 

Senator YounGc. We have already liquidated, or practically liqui- 
dated, many segments of our agricultural economy in the past. | 
would like to have you supply for the record, if you will, figures 
along this line. After a study of tariff reductions I have come to the 
conclusion that the tariff on agricultural commodities has been re- 
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duced much more than the tariff on industrial goods, and I would 
like to have Mr. Short, or someone in vour Department, make a 
study of tariff reductions to see if agriculture has been treated un- 
fairly. 

Secretary Benson. I think we can provide that, Senator. Dr 
Paarlberg or Mr. Wells can do that 
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Senator Youna. I have just 1 or 2 more questions now 

My experience, too, has been that section 22 has not been effective 
in controlling imports. For example, rye production now is at the 
lowest point in 80 years. We have only about two million bushels 
in visible supply now. It is because of heavy imports that the price 
is now 40 cents a bushel lower than a year ago. Oats imports are 
at an alltime high too. 

I received this telegram from the PMA committee of Burleigh 
County, Bismarck, N. Dak. It states 


“Re your telegram oats support 69 cents. Country elevator price 59 cents 


The cash price, in other words, is 10 cents a bushel below the support 
levels, 
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According to a story in the Wall Street Journal on April 7 the 
price of oats is 14 cents below support level. The cash price for 
oats at Williston, N. Dak., is 48 cents a bushel, which is far below 
support levels; and obviously farmers cannot produce oats at that 
price. 

Of about 1,250 million bushels of oats produced in this country 
only about 250 million bushels reach our cash markets. Canadian 
imports now probably represent about 15 to 20 percent of the total 
amount of domestic oats going into the market place. Obviously 
this has a very decided influence on oats prices. 

Do you think there is any possibility, Mr. Secretary, that action 
can be had under section 22 now to stop or curtail imports of oats? 
The cash price is far below support levels. 

Secretary Benson. The authority is there. I would hope that it 
could be done. Of course, I feel personally that it would probably be 
desirable for the Tariff Commission to be required to make a study of 
all the items on which we have support programs, particularly if 
section 104 is eliminated, so that they would be ready to act as soon 
as possible, 

Whether we will get more prompt action than we have had in the 
past remains to be seen. 

Senator Youna. If we cannot get more prompt action and cannot 
get by the State Department—and I have every reason to believe 
their policy has not been changed from the past then section 22 
would not help us a bit even in a modified form. 

Secretary Benson. That is why we feel it should be strengthened 
and the President given some emergency powers. 

Senator Youna. I think the Congress and the American people 
would feel something mandatory would have to be written into the 
law if section 22 is to be made workable. Certainly tariff protection 
has been a cardinal principle of the Republican Party over the years 
to give some security to American labor, industry and the farmers. 

| think I have asked all the questions my time will permit, Mr. 
Chairman. 

The CHarrRMAN. Senator Thye. We will alternate when you are 
through. We seem to have more on the left side. 

Senator THYE. sa you recognize the Democratic side first? 

The CuartrMan. If it is all right with you, Senator Holland can 
come in next, Senator 7 hye. 

Senator HoLLANb. | would like to ask about 2 subjects and it 
would require at least 2 questions to do that. The first subject is on 
page 3, Mr. Secretary. I note that while you give all of the figures 
with reference to the present foreign trade relative to agricultural 
exports and agricultural imports and nonagricultural exports, you 
did not give the figures with reference to nonagricultural imports. 
Was there a purpose in leaving that out? 

Secretary Benson. No. There was no purpose, Senator. I am 
sure it can be put in, and if you would like it we can add that to the 
record. 

Senator HoLLanp. We would like to have it because it is very ap- 
parent that, so far as exports are concerned, the agricultural producers 
are carrying the burden of the reduction in foreign trade. 

I would like to see what applies with reference to the nonagricul- 
tural field. 
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The CuarrMan. I had that in mind, Senator Holland, but I thought 
that since representatives from the State Department are appearing 
before the committee tomorrow we could go into that then, but | 
believe Secretary Benson in the meantime has found the figures 
for you. 

Secrets uy Benson. In order to kee ‘p the narrative down to a mini- 
mum we have prepared some supplementary tables. I believe the 
figure on nonagricultural imports is attached to the statement there, 
is it not, Senator? It should have been. 

On page 11 appear some figures, and if you would like them in the 
narrative we can put them in. 

Senator HoLLtanp. We would like them in the narrative because it 
clearly appears that the volume of exports of agricultural production 
has been greatly reduced, for instance, from $4 billion in 1951-52 to 
$2.9 billion in 1952-53, and you estimate an additional reduction of 
28 percent this year. So that that is very hurtful to agricultural 
producers. 

You show with reference to nonagricultural exports that they were 
$11.5 billion last year and estimate the same amount this year, but 
you do not show what the volume of nonagricultural imports is, and 
we would like very much to have that, and I think this is the plac 
where it should be. 

Secretary Benson. Suppose I put it in with a brief statement now? 

Senator HoLuanp. All right, sir. 

Secretary Benson. Mr. Wells points out that the reduction of 28 
percent in agricultural exports refers to this year ae with last 
year and is not necessarily a forecast for next year. But »nonag4ri- 
cultural imports into the United States in millions of ie la s have 
shown the following increase: 

In the 1935-39 period nonagricultural imports averaged $1,107 


million. That figure has incre ased rather constantly until in 1951-52 
it was $5,753 million. The estimate for the 1952-53 year is $6,450 
million, 

Senator HoLtuanp. Then it clearly appears that the burden with 


reference to the reduction of exports and of international trade which 
is profitable to the Nation—that burden of reduction has fallen 
exclusively on agriculture up to this time, has it not? 

Secretary Benson. It would seem it is out of proportion, certainly. 

The CHAIRMAN. Senator Holland, I think it would be even more 
interesting to have these ore imports broken down to 
finished products and raw materials, | eoause I would like to know 
what things the farmers have to buy that are imported that have 
increased in amount. I strongly suspect that a good deal of this 
increase in nonagricultural imports may be in ores and metals, and 
raw materials, rather than finished products, although I don’t know. 
I think it would be interesting to have that broken down either by 
Secretary Benson and it might be put in the record at this point, 
although the State Department representatives will be up here 
tomorrow. 

Secretary Benson. Mr. Wells may be able to add something to 
that so we can get it for the record. 
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Value of wmports of nonagricultural products by economic classes, United States, 
1935-39 ave rage and fiscal years 1948 521 


{In millions] 


Fiscal years 


Item 1935-39 
iverage ? 
1948 1949 1950 1951 1952 
Economy class 
Crude materials 1v4 810 979 SS4 1, 150 1, 295 
Crude foodstuffs 12 51 60 67 87 89 
Manufactured foodstuffs 
ind beverages 51 108 128 136 188 191 
Semimanufactures 418 1, 349 1, 490 1, 507 2, 410 2, 231 
Finished manufactures 151 1, 133 1, 312 1, 255 1, 762 1, 952 
Total 1, 126 3, 451 3, 969 3,849 5, 597 5, 758 
These data on imports by economic class are compiled from current reports of the Census Bureau and 
ire preliminary Chis and differences in classification of some minor items account for the slight differences 


between these data and the revised totals which appeared in the table submitted by the Secretary Re- 
vised data by economic class are not available 
* Average of calendar years, fiscal year data for this period not readily available 


Bureau of Agricultural Economics, Division of Statistical and Historical Research. Compiled from 
reports of Census Bureau 


Senator HoLianp. Before asking my next and last question I want 
to commend the Secretary strongly with reference to two statements 
along with others. The two statements I wish to mention are, first, 
the middle paragraph on page 11, because I think that paragraph 
points up more clearly than anything else I have seen, the futility 
of some portions of the mandatory, inflexible price support program. 

Second is a statment of his recent action with reference to limiting 
imports of tung oil, which I think was a very fine action and in line 
with the purposes of the Congress. 

The question is this: I noted that in referring to action under 
section 22 the Secretary made no reference at all to section 8 (a) of 
the last extension of the Reciprocal Trade Agreements Act. That is 
a section of the Agricultural Adjustment Act, as a matter of fact. 
That section, of course, allows the Secretary to move toward the 
imposition by the President of emergency control either by way of 
fees or quotas on perishable fruits and vegetables when they are 
threatened to be brought in in such a way as to destroy industries 
in this Nation who, incidentally, are not getting and are not asking 
for any price supports. 

I wondered if the Secretary had any purpose in omitting that 
particular section, which it seems to the producers in my area of the 
country is exceedingly useful if it is used. The trouble is it hasn’t 
been used. 

Secretary Benson. We were mindful of that section, Senator. We 
are acquainted with it. We thought probably it would be more ap- 
propriate, in view of the pending legislation which the President has 
recommended for the extension of the Trade Agreements Act, not to 
go into a discussion of that at this time. 

Senator HoLLtanp. But there was no indisposition on your part to 
effectively use that section? 

Secretary Benson. No. None whatever. 

Senator Hottanp. Thank you, Mr. Chairman. 

The CHAIRMAN. Senator Thye 
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Senator THyr. Mr. Secretary, | want to commend you for an, ex- 
cellent overall statement. You have answered some of the questions 
that were in my mind when you first commenced your statement 

There is this one other question that Is in my mind. Can you, 
under section 22, operate speedily enough to effect an embargo when 
you know shiploads or cargoes of butter, o1 such competitive products 
as we are now supporting, are on their way to the United States” 

Secretary BENSON. If I may, Senator, { would like to ask Mr. Loos 
to comment on that. It is understanding that the authority is there. 

Senator Toye. The authority is there? 

Secretary BENSON. The machinery has not been affected. 

Senator THye. Many of us who supported section 104 of the De- 
fense Production Act knew we had to place the embargo because the 
Department of Agriculture and the Tariff Commission had failed in 
putting into effect measures that had the effect of stopping the im- 
portation of these products. 

Secretary BENSON. That is right 

Senator Torr. Could section 22 be applied speedily enough to act 
as an embargo against imports of commodities that we are today sup- 
porting, and must support, because f we do not they are going to be 
far below parity? 

Secretary Benson. May I ask Mr. Loos to comment on that? We 
discussed it several times in our staff. 

Mr. Loos. Mr. Chairman, theoretically section 22 does give the au- 
thority; but practically it would be utterly impossible to expect that 
the necessary steps of recommendation by the Secretary of Agriculture 
to the President, direction by the President to the Tariff Commission, 
investigation by the Tariff Commission, and decision, and recom- 
mendation to the President, and the action by the President could be 
taken in anv such short space of time 

Senator Ture. Then what is the answer” 

Mr. Loos. The answer is the suggestion made by the Secretary in 
his statement that section 22 should be supplemented with authority 
to act promptly in an emergency on an interim basis, and to impose 
the same quotas or import fees that section 22 authorizes, on 8M interim 
basis, pending investigation by the Tariff Commission and action by 
the President. 

Senator THYE. Section 104 1s just limited to fats and oils, but 1t was 
necessitated because there were offshore an abundans amount of those 
fats and oils that were just threatening our entire domestic market 
That is why I supported section 104. Therefore, unless you give us 
some positive assurance that section 22 could either be amended or 
so administered that it would have the effect of an embargo if the 
embargo were necessary, 1 will support section 104 or something 
comparable to it. 

Mr. Loos. Of course, it would require action by Congress and it 
would be for the Congress to determine the nature of the amendment. 
But section 22 could be strengthened by giving this supplementary 
authority. 

Senator THye. Are you proposing such an amendment for this com- 
mittee to consider or any other committee that would be more appro- 
priate to study that question? 

Mr. Loos. We bave not drafted, to present at this time, any such 
amendment. 
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Senator Tuy. Will you do that in order that we may be certain? 
Without that, I would still be endeavoring to enact section 104 or 
something comparable to that. 

The Cuarrman. If there is no objection, Senator Thye, we will put 
our own drafting counsel to work on that. 

Senator Tuyer. I think it is a necessity. 

The CuarrMan. Because there is little time to lose on that matter. 

Senator Toys. Offshore you bave an abundance, and oftentimes 
the encouraging market here would bring about malnutrition in other 
sections of the world just because they wanted to bring the products 
here. 

The CuarrMan. If section 104 expires on June 30 and there is no 
other section of the law strengthened to meet the emergency, we will 
find poised millions and millions of pounds of dairy products ready 
to come into this country on July 1; and that means the Commodity 
Credit Corporation will have to buy all of the butter, cheese, and 
powdered milk produced in this country, because the imported ma- 
terial es sell just below the support level. It means that they will 
have to buy probably all the powdered milk and cheese and butter 
prodneed § in this country if the embargo is lifted, because no person 
in private business in this country is going to load his warehouses 
up with dairy products in anticipation of losing 5 or 6 cents a pound 
on them immediately after the 1st of July. 

Secretary Benson. May I just inject this, Senator? We are not 
rejecting our responsibility in the matter. Mr. Loos has made 
study of it. I think we have not anything completed in draft form; 
but if we can be helpful, Senator Aiken, with your counsel here, we 
would be happy to do so. We feel sure something can be done. 

The Cuarrman. Incidentally, Mr. Secretary, it has been in the 
press that the Banking and Currency Committee has eliminated 
section 104 from the Defense Production Act. Can you tell us 
whether that action of the Banking and Currency Committee already 
had any effect on the storage of dairy products by private industry 
in this country or not, or do they show indications of expecting the 
Commodity Credit Corporation to renew buying the output of our 
creamery and cheese factories? 

Secretary BENson. You see, the present embargoes continue until 
June 30. You understand that? 

The Chairman. But if the private trade anticipates no action will 
be taken to strengthen 22, and 104 would expire on July 1, they 
would almost immediately start turning their commodities over to 
the Commodity Credit Corporation. 

Secretary Benson. They are turning a good part of them over to 
us now. 1 don’t know whether there has been any marked increase 
or not. I would doubt that there has. 

The CHarrMAN. I presume it is too soon to get reports. 

Mr. Davis. We have not made an analysis of that, sir. We have 
the picture further complicated by the heavy tender to us in the clos- 
ing days of March and the extreme low inventory. We can check 
into it. 

The CuarrMan. I think that is something we should keep close 
watch on. 

Senator Tuyr. Mr. Chairman, I should like to ask the Secretary 
if a study is being made of the two-price system. The late John 
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Brandt, president of Land o’ Lakes, always contended that the two- 
price system could solve the butter problem. Of course, it has been 
talked about over the years. 
I wondered whether you were making any specific study of the 
so-called two-price system as it relates to all agricultural commodities 
Senator WeLKER. What do you mean by “two-price system 
Senator Tuyr. The price for the portion of production that goes 


to domestic consumption would be - a parity level, and that part 
which is declared surplus over and above the domestic consumption 
would go to the world market at peri r the world Was Willing to 


pay for it. 

Senator Wreiker. Thank you. 

Senator THyx. In other words, if 90 percent of your crop was con- 
sumed domestically but 10 percent was declared surplus, you woul 
take whatever that 10 percent brought in the world mark« 

Secretary Benson. It is very much the same principle we have in 
some of the marketing agreements on dairy 

Senator Tuyr. Yes. 

Secretary Benson. And there is a lot of interest in it We are 
studying it, Senator. There has been expression of interest by 
members of the committee. senator Young expressed interest OD 
wheat, and we are studying the problem now. 

Senator Toys. Mr. Chairman, I think the Secretary gave us a very 
indesigent and reassuring statement on the entire agricultural ques- 
tion. ection 22 was covered in a manner that indicates clearly that 
the Sec retary recognizes its weaknesses and its inability to effectuate 
an embargo when an embargo is a necessity 

The CHarrman. One point that has not ‘been brought out is the 
fact that, while imports of dairy products have been drastically in- 
cre asing during recent years, exports of dairy products from the 
United States to other countries have shown an equally drastic de- 
crease. Senator Eastland. 

Senator EastTLanpb. Mr. Secretary, you state that exports of Ameri- 
can farm products are declining due to the higher domestic price; 
that is, the higher price in this country above the world price level 
Do you plan to attempt to hold that American market at a normal 
export market? 

Secretary Benson. We plan to do everything we can to hold it, 
Senator. That is one of the reasons why we have set up this new 
section in Agriculture, and are giving emphasis to it. 

Senator EastLtanp. What do you propose to do? 

Secretary Benson. There are a number of things we can do. | 
think I mentioned our support of pending legislation. 

Senator EasrLanpD. Yes. 

Secretary Benson. To provide for appropriate insurance abroad 
We would like to bring about a change whereby the agricultural 
attachés could be more active abroad in helping to promote outlets 
for domestically produced commodities. 

I think there are many things we can do. We have not gone very 
faras yet. We have set up the machinery in our own Department. 
Mr. Short has been working on it very hard, and I would be glad to 
have him comment on that because he has been attending conferences 
involving other departments and giving a lot of thought to it. 

Senator Easttanpb. Mr. Short, what are you planning? 


} ; 
oauUuets 
t alu . 
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Mr. Suorr. Not with specific reference to cotton, I assume? 

Senator Easrianp. No, sir; but what are you planning to do with 
respect to all farm commodities where we are losing the export market? 

Mr. Suort. Let us take cotton as an example. The Secretary said 
this morning we intend to take all steps possible. One was the 
insurance program and another was more active utilization of credit. 

Senator Eastianp. | was going to get to that credit side. What 
can you do through the Export-Import Bank today? They have all 
the credit they need, do they not? 

Mr. Suort. No, sir. I think there are some loans pending now. 
One loan has been approved and another is pending to Japan, of the 
character we have been using since the war, to permit countries to 
purchase cotton and to finance them through the transportation and 
processing period 

Senator Easttanp. After the war Congress set up a $150 million 
borrowing fund for Japan that worked very successfully. Do we 
need anything like that at this time? 

Mr. Suort. We think we have plenty of opportunities through the 
Export-Import Bank to extend the credit necessary to bandle it. 
Some very effective work has been done under that program and, of 
course, more is presently being considered. Of course, you know the 
loan to Japan in a considerable sum can operate to facilitate in a very 
great degree the movement of cotton. 

Senator EastLtanp. When you outline those steps you are con- 
sidering, as a matter of fact do you touch the problem at all? First, 
it is fundamental that a foreign importing nation has got to have 
dollars to buy our products. Second, our country’s price must be 
competitive with that. That is especially true where you use soft 
currency. Aren’t those things fundamental if we are to recover the 
export market? 

Mr. Suorr. That is correct. I think it should be kept in mind 

Senator Easttanp. What do you intend to do there in those two 
phases? 

Mr. Suorr. May I make a statement, Senator Eastland? 

Senator EastLanp. All right, sir. 

Mr. Suorr. Of course, beginning in World War I, all the factors 
dealing with international exchange of goods and services between 
the various nations of the world were seriously disrupted. Since that 
time we have not had really normal conditions in the international 
trade field. 

Senator EastLtanp. That is true. 

Mr. Suorr. Of course, World War II was much more severe on this 
problem. We have the problem of the dollar shortage. America 
today is the creditor nation of the world. The President, just day 
before yesterday, said to Congress that in his opinion trade is of great 
importance not only in American industry but American agriculture, 
and we need to take a new look at this whole program. America, 
while in her present role of leadership, should lend its influence to 
itenien about conditions of convertibility of currencies and the other 
steps that will facilitate trade. Up to that time we have some real 
problems in agriculture. 

Senator EastLanp. Does not the whole field of exporting agricul- 
tural commodities depend on the formation of the trade policies of the 
Government? 
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Mr. Suort. Well, yes. In the first place, I assume the request for 
this study is recognizing the need for a firm policy consistent with 
our present world leadership in the whole field of exchange of goods 
and services. Of course, in agriculture, we have to fit ourselves into 
that policy. 

Senator Eastianp. But the whole problem is beyond the Depart- 
ment of Agriculture, isn’t it? It is a fundamental trade policy of the 
American Government. 

Mr. SHort. Correct. It is very difficult for the Department of 
Agriculture to go beyond that point. I will say that. 

Senator EastLanp. Certainly. 

Mr. SuHorv. In the interim period—it will take some time to work 
this problem out in the world in this troubled period. It just so 
happens that we have 

Senator Eastuanp. I will agree with that statement. Then you 
state that the prices would have to be competitive. What do you 
plan to do there? 

Mr. SHorrt. In the first place there is competition along other lines 
I would like to call your attention to. 

Senator EastLanp. But I want you to specify now just what the 
program is to make American farm products competitive. 

Mr. Suort. The figures submitted in the chart that will be put in 
the record, asked for by Senator Holland, I think reflect the fact that 
last vear we exported overall some $15 billion worth of merchandise ; 
that is, agricultural products and industrial products. We imported 
between 10 and 11 billion dollars. Of course, the difference represents 
the dollar gap between our exports and imports. The plan of the 
Department of Agriculture at the moment is to try to do the best job 
we can to get our share of dollars that are available in the world for 
agricultural products. 

Senator EastLanp. I know, but then you do not touch the problem 
in getting your share of a limited supply of dollars. 

Mr. SHort. We are going to make as strong an effort as we can in 
that field, Senator. That is one of the steps we can take. Another 
step we can take in this field is to get current information relative—— 

Senator EastLanp. I know, but that limited supply of dollars you 
speak of is not going to solve our export problem; that is, our surplus 
agricultural problem. 

Mr. SuHort. We are going to make a better and stronger effort than 
we have been making up to now, Senator. 

Senator EasrLanpb. Our effort will have to be expanded. 

Mr. SHorrt. In trying to get our share of American dollars available 
for agriculture. 

Senator Easttanp. And that is not going to solve it. 

Mr. Suort. Of course, the prosperity of agriculture in this country 
is dependent on expanding markets, both at home and abroad. 

Senator EastLanp. Of course. 

Mr. Suort. In America today we have to recognize that world 
trade is a two-way street. 

Senator Easttanp. Certainly. 

Mr. Suort. And we should direct our whole attention not only to 
our efforts in that direction but in order that we in America understand 
the position and the role of a creditor nation such as America is today. 
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Senator Easrianp. I understand, because I am a southern Demo- 
crat and we believe in free trade. We have got to make these prices 
competitive. We are not going to bring about the millenium and 
break down trade barriers. Specifically, what do you propose to do? 

Mr. Suorr. I am hoping that the studies in this field, Senator—and 
I am sure the Department of Agriculture will have something to do 
with the President’s effort along this line and with the help of Congress 
will develop ways and means to expand trade. 

Senator Easritanp. You say with the help of Congress. What are 
your recommendations to it? 

Mr. SHorr. After all, the Congress of the United States is the 
policymaking body in this country. You gentlemen have great 
responsibility. 

Senator EasrLtanp. What are your recommendations? If you do 
not go in for these fields and do not make recommendations you are 
not touching the farm problem. 

Mr. Snort. Of course, I can’t give it to you in just a very few 
words. 

Secretary Benson. Give us a little time, Senator, and maybe we 
will have some recommendations. 

Senator Easrtanp. I will have to give you a little time. 

The CuarrMANn. Mr. Short, could not this dollar gap be bridged by 
permitting the imports of more nonagricultural commodities? 

Mr. SuHorr. Certainly. 

The CHarrMAN. The things which the farmer buys, for instance. 
The Chair would like to state here that he invited certain prominent 
industrialists of the United States to testify at this hearing in the light 
of recent utterances. The Chair thought it would be nice to have Mr. 
Henry Ford testify, as well as Mr. Harvey Firestone, Mr. Paul 
Hoffman, who has returned to private industry, as well as a representa- 
tive of the United Fruit Co., which does a great deal of business in 
foreign countries. We got replies from all of them. 

Mr. Ford said he would be in South America at the time. Mr. 
Firestone said he would be in Europe at the time. Mr. Hoffman 
said he would be in Europe at the time this was going on; and the 
United Fruit said they would rather not testify. 

[ think industry is concerned with agricultural exports and imports, 
but if they do not want to testify I am not going to insist on their 
doing so—but they have had an opportunity to do so. 

Senator EastLanp. But the fact that American industry does not 
desire to testify hasn’t anything to do with these questions. It is a 
program where we have to make our prices competitive if we are going 
to hold the market. Anybody knows that. What is the answer to it? 
You are going to study it. Is that it? 

Secretary Benson. We are going to participate in the study the 
President is undertaking. We have encouraged that and think it is a 
good thing and that it will be fruitful. We think anything we can do 
to encourage the international trade you speak of is in our interests, 
and we want to do it. 

Senator EasrTLanpb. Mr. Secretary, I think you have made one of 
the finest statements I have ever read. 

Secretary Benson. Thank you. We do not have all of the answers, 
Senator. You know that. 
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Senator EastLtanp. I know you do not have all of the answers 

Secretary Benson. We are looking for them. 

Senator EastLanp. But what I cannot see now is, I think your 
announcement at this time about an export subsidy on cotton is very 
well timed because it was hurting the business of this country. but 
ultimately won’t we have to go to that? 

Secretary Benson. Well, I do not know whether we will or not. 
I can see some dangers in it, and I presume you can too. 

Senator EasrLanp. Yes, sir. 

Secretary Benson. No doubt there would be retaliation on the part 
of some of our friends abroad. 

Senator Easttanp. While we subsidize the export of wheat, has 
there been any retaliation? 

‘ > . ‘ 

Secretary Benson. Of course, that was done through free negotia- 
tion and our subsidy has been to our growers. The price agreed on 
in the International Wheat Agreement was reached through negotia- 
tion as to price and volume. 

Senator Young. During these past 4 years, when we were subsi- 
dizing wheat exports at about 62 cents a bushel we were subsidizing 
exports of many other agricultural commodities and industrial goods 
at full price. We are giving it to them 

Senator EastLanp. Certainly. I understand that. I just think 
we will have to come to that sooner or later if we are going to attempt 
to hold our export markets. That is my whole point. 

Secretary Benson. Of course we could make our commodities more 
competitive by reducing our support level. 

Senator EastLtanp. Yes. You can reduce the price and take it out 
of the farmer. Of course, the cost of production for the American 
farmer is higher than the cost of production of the foreign grower 
because we have a tariff in this country that increases the price of 
domestic goods artificially. 

Secretary Benson. Yes, I know. 

Senator EasrLanp. That is all I have to say. 

The CHarrRMAN. Senator Mundt. 

Senator Munpr. Mr. Secretary, on page 7 in the second paragraph. 

Secretary Benson. Yes, sir. 

Senator Munpvt. I read, “‘ Due to the duty reductions under recipro- 
cal trade agreements made in exchange for reductions in foreign 
countries’ duties on products we export, United States tariffs actually 
in effect provide now only about 13 percent protection.” I presume 
that sentence is supposed to relate to agricultural tariffs only, is it not? 

Secretary Benson. Yes. That is my understanding. Let me check. 

Senator EasTLaNnp. You say it is just agricultural tariffs? 

Secretary Benson. Just agricultural. 

Senator Munprt. I think that shows an altogether erroneous picture 
when you study the tariff question. I wonder if you could prepare 
for this committee in parallel columns the import duties on the agricul- 
tural products of America and in a parallel column the import duties 
in terms of percentages on the specific products which are used by the 
farmer. That will be the clothes he wears, and the cream separators ; 
it will be farm tools and pitchforks and shovels. I think if you will 
do that the whole country will realize we have discovered the cricket 
in the clothes closet. 
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Secretary Benson. The things he sells and buys. 

Senator Munpr. So that Mr. Henry Ford and some of these other 
myopic economists can realize the difficulties the farmer has gotten 
into. It will spell it out very clearly. If you can put it out there so 
each member of the committee will have it in the record, it will be 
disclosed on those things the farmer buys specifically for use on the 
farm he is paying an import duty considerably higher than he is 
receiving for the things he sells. There just isn’t any equity in that. 

All of this pious talk we get from all these boys with striped pants 
about how we get good will by reducing tariffs, has been only a one- 
way street for the farmer. I think it is fair and legitimate and a 
proper function for your department to be furnishing us with those 
kind of tables because this way we get a completely erroneous impres- 
sion. 

The CHarrMAN. | hope you can be present tomorrow when repre- 
sentatives of the State Department will be present. 

Senator Munpr. I expect to be here. May I ask how long it will 
take to get those tables available, because if we are going to talk 
about the meat in the coconut we have to get the coconut first. 

Mr. Wetus. I do not know. I am sure there is a breakdown 
between the agricultural and other figures. 

Senator Munpt. The figures are available but I have not seen them 
in parallel columns. 

Mr. Weuus. That, Senator Mundt, I think will be agricultural 
versus nonagricultural. The nonagricultural probably will be broken 
down into finished and raw products. 

Senator Munpr. Yes. Specifically those used on the farm. 

Mr. Wetts. If you want it specialized, broken down by items, that 
will take quite a bit of work and quite a bit of time. 

Senator Munpr. We diffuse the issue if you put it all on nonagri- 
cultural products; but, if you put it on the agricultural products the 
farmer uses, that shows it up. 

Mr. Wetts. The nonagricultural is broken down between raw and 
finished material; that we can get easily. The other will take some 
time. 

Senator CLeMENTs. You want all industrial production? 

Senator Munpr. Not in this particular table because I want the 
duty the farmer pays on a cream separator. 

Mr. Wetts. This will take quite awhile. We can give you the 
preliminary figures of finished and semifinished and raw materials, 
but we will go to work on the other, but I must say it will take some- 
time. 

Senator Munpr. You can give it to us in two stages—the part you 
can get quickly and the part that takes more time. 
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Farm machinery 

Combin< 
Corn t 1 } 
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Motor oil 
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Radio 
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Changes in rates of tariff duty for commodities farmers sell 


Commodity 


Wheat 
Unfit for human consumption 
Absolute quota under sec, 22 
of 800,000 bushels annually, 
other than unfit for human 
consumption. 
Cotton: 
Under 1% inches staple length 
1% inches but under 1! Ye inches-.- 
1146 inches or longer. 
(Absolute annual quotas under 
sec, 22: Harsh or rough, under 
% inch, 70,000,000 pounds; 
under 1% inches (other than 
harsh), 14,516,882 pounds.) 
Tobacco: 
Unstemmed cigarette leaf 
(Imports are about entirely ori 
ental types for blending.) 
Wrapper, 


Corn, excluding seed --- aiechiedichhitia 
Rice: 
Rough or paddy... .--. ws 
Unclean or brown......-...-- 
Milled 
(Imports embs urgoed under sec. 
104.) 
Peanuts: 
Shelled ‘ haus 
Not shelled- 
(Imports ‘embargoed under sec. 
104.) 
Cattle and calves not for prenGing: 
Under 200 pounds each_. 


200 but less than 700 pounds each 
700 pounds or more, excluding cows 
for dairy purposes, 
Hogs... 
Eggs, in the shell 
Chickens, eee broilers 
Turkeys sis 
Cottonseed 
Flaxseed 
(Imports embargoed under sec. 22 
except for seed for planting.) 
Soybeans . 
Barley 
Oats... 
Apples 


Oranges 


unstemmed.-........ 


Pre-agreement 


42 cents per bushel 


10 percent 


Free 
7 cents per yams 
ileal 


35 cents per pound 


2.274% cents per 
pound. 
25 cents per bushel 


| 14centsperpound 


14centsper pound 
2\4cents per pound 


7 cents per pound. 


44centsperpound 


| 2'4centsperpound 


do 


3 cents per pound. 


2 cents per pound 
10 cents per dozen 
8 cents per pound 
10 cents per pound 
¥4 cent per pound 


| 


| 
| 


65 cents per bushel 


2 cents per pound 
20 cents per bushel 
16 cents per bushel 
25 cents per bushel 


1 cent per pound 


1 Based on the average foreign value of imports in 1949. 


2 Imports above 200,000 head annually dutiab le at 2'4 cents. 
3 Tr np orts in excess 400,000 head annually at 
4 No imports during year on which calculation 


ite of 2 


is based. 


Rate of duty 


April 1953 


Amount 


Percent 


21 cents per bushel 9.6 
5 percent 5.0 
Free 
34centsperpound 7.7 
13% cents perpound. 4.8 
15 cents per pound.| 47.6 
| 
$1 per pound_._.__| 21.0 
25 cents per bushel.| (*) 
14centsperpound.|_._. 
14centsperpound.|___- 
2'ecentsper pound _} 
7 cents per pound -|__........ 
4}4centsperpound.|..._.-- 
| 
1% cents per | 7.2 
pound.? 
2!ecents per pound 13.3 
1} cents per | 8.0 


pound? 
1 cent per pound 
3% cents per dozen | 
2 cents per pound 
10 cents per pound 
¥ cent per pound. 
50 cents per bushel 





2 cents per pound 22. 6 

74centsper bushel 5.1 

4 cents per bushel 5.1 

124% cents per 4.8 
bushel. 

1 cent per pound (4) 


2 cents, 


Ad valorem 
equivalent ! 


Reduction 
of rate 
through 
trade 

agreement 

concession 


Percent 
50 
50 


50 


io 


50 
65 
0 
0 


92 


0 
62% 


50 


Source: Compiled by the Department of Agriculture from publications and reports of the Tariff Com. 


mission, 


Senator Munpt. 


The other question deals with the fact that most 


of our discussion up until the questions of Senator Eastland, have been 
We have not discussed very 
much, or spent much time discussing how to meet this dollar gap and 
how to dispose of our agricultural products abroad, and how to pro- 


in connection with the import problem. 


vide for the products which are raised in excess in this country. 
talked about the question of insurance 


about some studies. 


We 


a little bit on cotton, and talked 


Best Re 
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It has been suggested by Mr. Short that Congress has some policy 
making responsibilities in that connection, so I would like to inquire 
if Mr. Short’s group—if his is the group that handles this—have 
started the preparation of a report on 8. 1369 which a number of us on 
this committee have introduced to meet that specific problem. 

It is suggested a program whereby we can dispose of agricultural 
products without running into the difficulty of shortage of dollars 
abroad, by exchanging and bartering, and giving the Commodity 
Credit Corporation authority and powers and finances with which to 
operate. We have accepted your challenge before you made it. 

Are you prepared to give us your reaction to that kind of suggestion? 
If not, are you in process, and when may we expect to hear from you 
on that? 

Mr. Suorr. It is being analyzed now in the Department. I am 
not in a position to say today what our position on the bill is. 

Secretary Benson. We will certainly be prepared to cooperate with 
you on that. 

Senator Munopr. I think it would help if during the course of these 
hearings you could expedite your conclusions and make some criti- 
cisms because there at least is a suggested program. 

Secretary Benson. Will there be some hearings on it, Senator? 

Senator Munpr. I presume so, but there will be official hearings on 
that basic bill. 

The CHarrmMan. The chair would like to ask a clarifying question. 
When these bills, which are referred to this committee, are sent to the 
Department of Agriculture for analysis, are they immediately referred 
to the Bureau of the Budget, or does the Department of Agriculture 
analyze them first and then submit their findings to the Bureau of the 
Budget? 

Secretary Benson. That is right. 

The CuarrMan. Or do both agencies work on them simultaneously? 

Secretary Benson. I think generally speaking—and the members 
of my staff can check me—we make our analysis and study of the bill 
and then it goes to the Bureau of the Budget for their comments and 
suggestions. Oftentimes there are conferences between us and the 
Bureau of the Budget before the final report. 

The CHairMan. The Chair has stated that he believes the bill 
offered by Senator Mundt is aimed in a good direction, although there 
are some provisions in there that have to be put in different language. 
I have found that out already. 

Senator Munpr. We expect to get some assistance from the Depart- 
ment on that. 

Secretary BENson. We will be glad to help in every way we can. 

The CuarrMan. We have felt as a result of these hearings on exports 
and imports which we are taking up now that we would acquire a 
great deal of valuable information which would help us in reaching a 
determination on S. 1369, and perhaps in making improvements in it, 
The Chair believes that 5. 1369 should have the very earnest consider- 
ation of this committee in the not too distant future. 

Senator Munpr. Thank you, Mr. Chairman. My only reason in 
mentioning it now is that these hearings up to now have highlighted 
the fact that nobody has come up with an answer, as indicated by the 
question that the Senator from Mississippi asked Mr. Short, except 
that we are going to study it some more. That is, about what to do 
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with this aggravating problem Here is a suggested course of action 
one that has been tried in different areas and worked effectively. I 
was mentioning it now in the hope that we could expedite the Depart- 
ment’s reaction to this bill. We hope they are going to have amend- 
ments to suggest and constructive suggestions. But it seems to me 
if we are going to grapple with this problem of disposing of these 
products which we are buying up under the Commodity Credit Corpo- 
ration, that this is certainly a better alternative than to give any con 
sideration at all to a sharp reduction in the prices the farmer receives. 
Of course, that will enable us to get rid of the goods, but it will bank- 
rupt the American farmer and bankrupt America, because the costs 
he pays are correspondingly too high. 

When we go abroad with our industrial products we do not give them 
to these countries at prices which are different from that which the 
manufacturer receives on what he sells here. He can buy his products 
at a profit to him. We give them to England and give the machine 
tools to Germany and Austria. I do not believe we should say we 
have a double standard of morality; that when we buy farm products 
to distribute abroad we are going to do it in a way that penalizes the 
farmer and reduces him to serfdom. We do not do it with industry 
and we should not do it with industry, and I think we must recognize 
from the start we just dare not reduce the price that the farmer re- 
ceives to the point where he goes into bankruptcy simply because it is 
a device that will get rid of the surplus. 

This will enable him to get his cost of production and parity price 
and receive exchange products which are not in competition both in 
industry and agriculture 

The CHarrMan. Senator Clements. 

Senator CLements. Mr. Chairman, I want to associate myself 
with the Senator from South Dakota in suggesting that the Depart- 
ment make an early report on S. 1369 and advise us of their viewpoint, 
because I too think it is not only a step in the right direction but it may 
be the solution to getting rid of surplus products that are on the 
market. 

Secretary Benson. We would certainly be happy to study it care- 
fully, Senator, and complete our findings as soon as possible. 

Senator CLeEMENTs. It is pleasing to me to read of one program in 
your statement. But I thought it clearly showed it was one of the 
soundest programs administered by the Department of Agriculture. 
I refer to the tobacco program. It has worked fine and it is in a sound 
condition, as you confirmed by your statement this morning. 

Vith reference to section 22, I understand you have permissive 
authority under section 22 to do what is required under section 104 
of the Defense Act. In fact, what you really want in strengthening 
section 22 is to eliminate some clumsy machinery and expedite putting 
into effect certain restrictions on agricultural imports. Isn’t that in 
effect what you support Mr. Secretary? 

Secretary Benson. Yes. I think generally speaking that is true. 
We need to have it strengthened to the point where, in the event the 
Commission fails to act, the President, either acting personally or 
authorizing the Secretary to act, can meet the emergency, pending 
completion of the study. 

Senator CLemeNnts. You want to speed up the action, do you not? 

Secretary Benson. That is right. 
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Senator CLEMENTS. You would recommend then action that not 
only covers those items enumerated in section 104 of the Defense 
Production Act, but all agricultural products? 

Secretary BENSON, Section 22 now 1s applicable, but we need to 
strengthen it. 

Senator CLEMENTs. But I mean, you would be putting yourself and 
the Department in the position of having the machinery to give quick 
answers on all farm commodities that specified commodities now have 
under section 104 of the Defense Act? 

Secretary Benson. That is correct. 

The CHarrMAN. Before calling on Senator Welker, let the Chau 
state that at the hearing tomorrow, where representatives ol the State 
Department and Mutual Security and another witness will app 


is the intention of the Chair to start the questioning at the other end 
of the table and work this way, and reverse the seniority ordet caus 
it is ovbiously unfair to get along toward the closing time wh 

be that the newest members of the committ may have the mos 
important questions to ask. | hope, Senator Welker, that will | 


satisfactory to you, 

Senator WELKER. It is very gracious of you 

I want to join my colleagues in stating to the distinguished Senator 
that in my brief experience in political life this is the most compelli 
statement I have ever heard, helping the American farmer. Being a 
farmer myself I know he will appreciate it 

Is it fair, Mr. Secretary, to ask you this question: Before presenting 
a statement such as this to this body have you conferred with the 
Mutual Security Agency, or the State Department, or is this the 
thinking of the Agriculture Department alone? 

Secretary Benson. I would have to say, Senator, that we are re- 


sponsible for this statement. We have been in touch with other 
agencies of the Government. Mr. Short has been meeting with the 
Committee which the President set up studying this whole problem, 


and no doubt the discussions in that Committee have had some influ- 
ence on discussions in my own staff; but generally speaking, this repre 
sents our views and our conclusions so far as we have gon 

Senator WeLkKer. I shall await with interest the testimony to- 
morrow. Thank you. 

The CHarrMAN. The State Department will be here tomorrow. 
This afternoon we have two or three important executive matters to 
come before the committee. We will ask for permission to meet in 
room F-39 at 2:30. We should not have to be there too long to act 
on these matters, but there is the matter of the Administrator of the 
REA and one or two other things. 

Senator WeL_xer. What number was that? 

The CHAIRMAN. F-39, on the first floor the Senate Appropria- 
tions Committee hearing room, across the ball from their main com- 
mittee room. 

So we will try to get permission to meet in that room for a short 
executive meeting at 2:30 and hope everybody will be there 

Whereupon, at 12:05 p. m., the committee adjourned until 10:00 
a.m. the following day, Friday, April 10, 1953 
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SELECTED STATISTICS ON FOREIGN TRADE 


Supplement to Statement by Secretary Ezra Taft Benson to the Senate Committee 
on Agriculture and Forestry, April 9, 1953 


Several of the tables in this document include rough estimates for the current 
year from July 1952 through June 1953. The estimates of exports for the current 


year are based upon trends d ig the first half of the year and appraisals indi- 





cating prospective exports in the second half of the vear. Che estimates of non- 
agricultural exports and of all imports are based primarily upon trends in the 


first 6 months of the fiscal year. 


United State s fore gn trade 








' ' } 
dill S Of GOliar 
Aver » - 
13 : 1947-48 1948-49 1949-50 1950-51 1951-52 
I 
ricultural ‘ /. 748 3, 505 3, 830 2, 986 3, 411 4, 047 2 900 
gricultural 1, 952 10, 204 | 8, 860 7, 118 9, 187 11, 462 11, 500 
2, 700 13, 799 12, 690 10, 104 12, 598 15, 509 14, 400 
Im} r ( I n 
g ilt l 3 2, 862 3, OO1 3, 177 4 4, 698 4, 350 
1 ntar 1, 444 1, 532 1, 553 2, 289 1, 97 1, 850 
( el 3 1,418 1, 469 1, 62. 2, 858 2. 728 2, 500 
Nonagricultural _... S 1, 107 3, 458 3, 970 3, 849 5, 606 5, 753 6, 450 
Cet | 2, 260 6, 320 | 6, 971 7, 026 10, 753 | 10, 541 10, 800 


Export surplus.......... 440 7,479 | 5,719 | 3, 078 | 1, 845 | 5, 058 3, 600 


FOREIGN TRADE IN AGRICULTURAL PRODUCTS 35 


VALUE AND COMPOSITION OF UNITED STATES 
AGRICULTURAL EXPORTS 


1935-1939 AVERAGE AND FISCAL YEARS 1945-46 TO 1951-52 
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United States foreign trade—Continued 





{Mil lollars] 
1935-39 
Commodity sver- | 1945-46 | 1946-47 47-48 | 1948-49 | 1949-50 | 1950 1951-52 
re 

Grains and preparations 95 742 339 1, 74¢ 712 1, 034 1, 239 1, 575 
Cotton and linters 318 418 13 341 SI 449 41 | 1, 204 
Fats, oils, and oilseeds 29 124 158 188 28 252 387 387 
Tobacco 128 275 32¢ 20 226 2 274 327 
Livestock and products 803 61 138 9 2 200) 
Fruits and vegetables Q9 297 344 24 228 ‘ 237 
Others_._.. 2¢ 108 234 262 232 ( s 17 
tatiniianitasaecaiend 748 2, 857 0 3, 830 2, ISé { 4, 047 
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VALUE AND COMPOSITION OF UNITED STATES 
SUPPLEMENTARY AGRICULTURAL IMPORTS! 


1935-1939 AVERAGE AND FISCAL YEARS 
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t SUPPLEMENTARY AGRICULTURAL IMPORTS CONSIST OF PRODUCTS SIMILAR TO THOSE GROWN OR RAISED COMMERCIALLY 


% INCLUDES COTTON, FLA. X, MITE, HOPS, NURSERY ANDO GREENHOUS 


IN THE UNITED STATES 


MOLASSES 


* INCLUDES FATS AND OILS OF ANIMAL ANO VEGETABLE ORIGIN ANO Oil. BEARING MATERIALS. 
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HAIR, BONES, BRISTLES, AND FEATHERS 


OEPARTMENT 


OF AGRICULTURE 


NEG. 1950 
foreiay ira le 
lollar 
M54 46-47 47-458 
( 208 190 
69 3 s 
8 24 2 
19 "1 
132 143 154 
x) 5 0 
) L160 lt 
387 14 


Continued 


E STOCK, FIELD AND GARDEN SEEDS, SPICES, AND 





OFFICE OF FOREIGN AGRICULTURAL RELATIONS 


Re 


eal 





ane 


Seo Rages cage 


SAD Regi Rg 





FOREIGN TRADE IN AGRICULTURAL PRODUCTS 4 


VALUE AND COMPOSITION OF UNITED STATES 
COMPLEMENTARY AGRICULTURAL IMPORTS‘ 


1935-1939 AVERAGE AND FISCAL 
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Value of supplementary agricultural imports compared 
1914-15 to 1952-53 


Domestic agri- 
cultural ex- 
ports ! 


Year beginning July 1 








Million dollars 
1914-15 1, 474 
1915-16 1, 516 
1916-17 1, 966 
1917-18 2, 279 
1918-19 3° 579 
1919-20 3. 850 
1920-21 2, 606 
1921-22 915 
1922-23 1 708 
1923-24 1. 867 
1924-25 2, 280 
1925 1, 892 | 
1, 908 
1, 815 
1, 847 
1, 496 | 
1 











, 038 





590 | 


787 

669 

766 

732 

891 
1938-39 683 
1939-40 738 
1940-41 350 
1941-42 1, 032 
1942-43 1, 497 
1943-44 2, 305 
1944-45 2, 191 
1945-4¢ 2. 857 
1946-47 (preliminary 3, 610 
1947-48 (preliminary 3, 505 
1948-49 (preliminary 3, 830 
1949-50 (preliminary 2 Os 
1950-51 (preliminary 3, 411 
1951-52 (preliminary 4, 047 
1952-53 (estimated 2, 900 


Beginning Jan 


1, 1942, includes food exported for relief or charity by individuals 


PRODUCTS 


with agricultural exports, 


Supplement- 
ary agricul- 
tural imports 2 


Million dollars 
602 
782 
945 
, 093 
197 
, 133 
443 
711 
1, 155 
1, 000 

999 
988 


Rom 


977 | 


985 


1, 030 | 
889 | 
§12 | 


375 
282 
419 
498 
642 
867 
588 

186 


629 
769 
963 
1, 244 
1,111 
1, 033 
1, 387 
1, 444 
l 
1 


Supplement- 

ary imports as 
percentage of 
agricultural 


and pri 


exports 


Percent 


ite agencies 


which had not been classed as agricultural in Bureau of Census statistics prior to January 1949 


? General imports prior to 1933-34; subsequently, imports for consumption 
imports are imports of commodities produced e 


Supplementary agricultural 
ymmercially in the United States, such as wool and sugar. 


ye 
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Value of foreign trade in agricultural products by leading groups, 1950-51 and 1951-52 


[In thousands of dollars] 














nodity group ~~ - - - 
1950-51 ) 2 
SUMMARY 

Total exports, all commodities ? ; 12, 597, 728 15, 509, 341 
Agricultural ? 66 4 046, 996 

Total imports, all commodities ; 753, 34 10, 451, 378 
Agricultural 5, 147, 136 4, 397, 561 

Complementary 2. 857, 966 2 727, 569 
Supplementary 3... 2, 289, 170 1, 969, 992 
EXPORTS (DOMESTIC) 2? 

Agricultural = a 3, 410, 665 4, 046, 996 
Cotton and linters, unmanufactured . 940, 939 1, 204, 092 
Agricultural, other than cotton __- 2, 469, 726 2, 842, 904 

Dairy products = “ 106. 505 97, 098 
eggs and egg products 26, 802 22, 897 
Lard__. ; 4, 855 124, 322 
Beef and veal 4, 647 5, 896 
Pork_.- ‘ 20, 064 25, 587 
Other meats 12, 726 14, 625 
Field and garden seeds 7, GR¢ 6, 531 
Fruits and preparations 113, 346 l 482 
Grains and preparations 1, 238, 673 1. 574. 561 
Oil cake and oil-cake meal_- 18, 352 9, 244 
Oils, expressed, vegetable 118, 891 125, 553 
Sugar 12, 763 5. 098 
Tobacco, unmanufactured 273, 748 27 7 
Vegetables and preparations 69, 538 105, 345 
Other agricultural 7 351, 130 257 8 


IMPORTS (FOR CONSUMPTION) 
Agricultural is 5 147. 136 4 607. 561 











Supplementary 3 ; 2, 289, 170 1, 969, 992 
Beef, canned, including corned... 49, 987 ), 832 
Cattle ; 67, 22 2 l 
Cheese... 25, 449 19, 304 
Cotton and linters, unmanufactured 4 74 26, 923 
Feeds and fodders 4 { 18, 744 
Fruits and preparations 61, 957 53, 137 
Grains and preparations 4,377 144, 238 
Hides and skins . 129. 629 2, 066 
Jute and jute butts 8 535 9, 305 
Molasses ‘ 4,017 52, 592 
Nuts and preparations - 60, 447 19, 168 
Oils, expressed, vegetable 132, 34 92. 518 
Oilseeds_ ‘ 126, 709 69. 380 
Sugar, excluding beet ; 413, 506 404. O56 
Tobacco, unmanufactured 79, 192 85. 193 
Vegetables and preparations 54, 781 50, 345 
Wool, unmanufactured, excluding free for carpets 528, 661 79, 625 
Other supplementary agricultural. _ - 34, 628 0, 235 

1 Preliminary. 

2 See par. 3, p. 2. 

3 Complementary imports are imports of products not grown commercially in the United States, for 
example, coffee, bananas, and natural rubber [hose which are grown commercially in the | ted St 





are classified as supplementary. 
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Domestic exports Quantity of selected agricultural products, 1986-37 to 1952 
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Imporis (for consumption): Quantity of leading agricultural products, 1936-37 to 
1952-53 


| Beef, } Fides and Wool, 
a : } Cattle, canned, . Casein or Li. | excluding 
Year beginning July 1 dutiable | including Cheese lactarene — free for 
| corned = carpets 


Thousand Thousand Thousand Thousand Thousand | Thousand 


































| head pounds pounds pounds pounds pounds 
1936-37... | 428 80, 123 65, 694 | 11, 414 327, 164 181, 413 
1937-38. 429 84, 308 55, 490 954 188, 449 42, 554 
1938-39 668 80, 653 | , 677 558 280, 474 65, 969 
1939-40_._- 634 82, 942 27, 351 317, 711 161, 661 
1940-41 684 | 62, 467 | 36, 412 | 474, O71 472, 803 
1941-42 ; 733 123, 819 31,885 | 533, 677 561, 272 
1942-43. ‘ 79% | 76, 224 5, 216 461, 090 | 1, 294, 518 
1943-44... . > 297 68, 086 | 46, 331 | 302, 730 | 703, 674 
1944-45 . 411 108, 578 55, 841 | 238, 812 | 551, 387 
1945-46 i 514 28, 749 | 47,494} 181, 138 808, 848 
1946-47 (preliminary) 220 4,084 | 28, 678 : 659, 600 
1947-48 (preliminary 76 74, 892 34, 984 ‘ 
1948-49 (preliminary) . ° 512 116, 28, 808 
1949-50 (preliminary) . 482 | 85, 33% 42, 48, 277 
1950-51 (preliminary 356 | 161, 18% 60, 670 | 57, 490 
1951-52 (preliminary) - . 102 121, 960 | , 928 41,177 | | 
1952-53 (estimated) f 465 100, 000 | | 60, 000 | 136, 000 | 
| 
Cottonand| Jute and Sisal and , Manila or 
linters! | jute butts | henequen Flax abaca | Hemp 
Thousand | 2,240-pound | 2,240-pound | 2,240-pound | 2,240-pound | 2,240-pound 
| bales | tons | tons | tons tons tons 
1936-37_... ; 319 | 97, 232 | 119, 335 | 6, 891 40, 204 | 955 
1937-38... | 178 | 77, 888 | 123, 057 | 2, 307 30, 671 | 495 
hic: dened _ | 216 37, 702 104, 359 | 3, 476 32, 637 576 
1939-40_... 238 45,924] 143, 940 | 5, 752 55, 739 617 
1940-41... ‘ . | 450 55, 708 | 131, 2, 418 400 667 
1941-42___. ae 517 | 80, 007 6, 409 78, 663 1, 541 
NE... 5 Sbtcke 263 108, 178 | 6, 000 1, 106 1, 533 
1943-44 = 219 | 52, 493 | 2, 931 l, 4 45 
1944—45___. . ; | 337 | 29, 668 | | 3, 077 8, 6 114 
1945-46. | 592 77, 734 | 3, 198 19, 626 0 
1946-47 (preliminary) | 404 | 35, 464 5, 691 58, | 46 
1947-48 (preliminary) 366 | 73, 807 2, 401 82, 102 
1948-49 (preliminary) } | 77, S41 | 2, 355 40, 136 
1949-50 (preliminary ; 7, 207 | 2, 695 46, 5 166 
1950-51 (preliminary) . ae 133, 524 | 6, 905 71, 2 401 
2 (preliminary) 27, 637 | 180, 224 2, 988 76, 404 474 
estimated)... -.-. 55, 000 175, 000 3, 000 65, 000 475 


1 Prior to August 1946, bales of 478 pounds. Subsequently bales of 480 pounds, 


oe 
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Imports (for consum ption > Quantity of leading a iltural prod fs 10 





1952 3 ( } 
1 ( 
Flaxseed he 
( t ing O : Pal 

Thousand | Thousand | Thousand | Thousand | Thousand | Th 

hushels is ( 8 ! 
1936-37. . 26, 096 " 138 147. 5 1 12 54 748 
1937-38... . . 17, 861 142, 321 4 29, 28 73, 22 
1938-39... . 18, 744 135, 105 5, 460 * 272 8 
1939-40... 13, 212 195, 449 99, 57 7 24 8 
1940-41... 7 11, 198 807, 785 2, 49. 2 5 s 
1941-42__.. 3 90 ) 2 6, 30 23. 9 24 
1942-43... 18, 57¢ $3, 717 68 44, 70K 
1943-44 41, 592 42 s 742 s t 2 
1944~45.... $2, 642 t 2 8, 5 10,5 
1945-46 as Ai ROHN 1f ss f i) > ¢ 2 
1946-47 (preliminary) 2 M4 l 7, 184 22, 648 47, 98 





1947-48 (preliminary 721 290, O3t 4, 35t 6, ¢ 64, 44 














1948-49 (preliminary 618 285, 149 106, S2t 9, O54 4 48 
1949-50 (preliminary) 2 287, 278 76, 454 64 68. 88 
1950-51 (preliminary 149, 829 13, 4% 20, 194 8 8 
52 (preliminary { 24. 09 9 
3 (estimated) - . 0 2 ’ 25, OO ‘ 4 
M ; 
Sugar (2,000 / Pobac aC0G ; 
pound ™ eg em 
Edibk l a wctured € 
Thousand Thousand Th d Thousand Th lh ¢ 
tons gallons g 18 po x I “ 
1936-37... 19, 315 04 69. 309 682, 947 1. 760. 814 
1937-38... 10, 390 9 307 68, 02 146, 248 ! 4 7 
1938-39__.. nd 8. 030 177. 76, OS 4 ¥ 2 
1939-40... . 3, 352 14, 327 240, O4¢ 80, 732 7, 20K 043, 7 
1940-41... 3, 513 11, 72 83 ) 77, 843 . 8 2 34 
1941-42... 2, 732 12, O82 NS 70, 97 2 7H 
1942-43... 2, 228 62 14 J! 8 417, 324 s( 
1943-44... 3, 820 s 2sf ¢ 24 58 8 8 
1944-45_... 4,212 3 2 20 x 742 2, 495, 
1945-46 2, 438 805 v1, H 7 17 641 2 2, 866, 382 
1946-47 (preliminary) = 3, 345 R05 112, 028 #2, 408 568, 484 2, 475, 929 
1947-48 (preliminary 3, 636 1, 714 214, 928 74, 970 562, 558 2 682. 178 
1948-49 (preliminary 3, 781 6, 562 218, 338 88, 4 92, 855 2, 783, 784 
1949-50 (preliminary 3, 415 12, 41¢ 251, 041 86, 808 658, 7 2, 568, 2 
1950-51 (preliminary 3, 901 8, 19 196, 874 14. OOS 674. 438 28 g 
1951-52 (preliminary) - . 3, 821 7, 758 252, 965 105, 624 5, Of 2, ¢ 274 
1952-53 (estimated = 3, 900 75, 000 102, 000 655, OOK 2, 675, 000 


2 Less than 500. 
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FOREIGN-AID FINANCING: TOTAL UNITED STATES EXPORTS OF COTTON, TOBACCO, 
WHEAT AND PERCENT FINANCED WITH FOREIGN-AID FUNDS BY CROP YEARS, 
1950 AND 1951 


Estimates of total United States exports of cotton, wheat, and tobacco and the 
proportionate quantities financed by foreign-aid funds are shown below. In 
appraising these estimates, attention is specifically called to the fact that they 
relate or ly to direct foreign aid that is, these estimates do not include any 
quantities which might have been financed or shipped as a result of dollar ex- 
change created by military aid or other grant funds which were not directly 


used for the purchase of agricultural commodities as such 


Cotton 


Percent 
financed with 


Year beginning August Total ’ 
foreign-aid 
funds 
Thousand hales Percent 
1950 4,117 ) 
1951 5, 519 | 14 
| 
Unmanufactured tobacco 
Percent 
, va financed witt 
Year beginning July Total exports | * r =o — 
oreign-aid 
funds 
Million pounds | Percent 
1950 477.4 | 2 
nae ef : 
1951 517.4 | 18 
| 
Wheat, inclu ling flo ir 
Percent 
} financed witl 
Year beginning July Total exports | anced with 
} foreign-aid 
funds 
| 
Million bushels Percent 
1950 366 47 
1951 474 | 45 


The above estimates include wheat shipped to India under a special program 
The amount shipped was 71 million bushels and the value was $170 million. 
Practically all of this wheat was shipped in the July 1951—June 1952 year. 

The above estimates do not include all wheat shipped under the International 
Wheat Agreement, but only that portion for which foreign-aid funds were used 
to cover the agreement price. Under terms of the International Wheat Agree- 
ment, 266 million bushels of wheat were exported in the year July 1950-June 
1951 and 255 million bushels in the year July 1951-June 1952. The subsidy pay- 
ments involved in these International Wheat Agreement exports totaled $178 
million in 1950-51 and $167 million in 1951-52. Countries receiving United States 
foreign aid purchased 166 million bushels of wheat under the terms of the Inter- 
national Wheat Agreement in 1950-51. Of this amount, 110 million bushels 
were financed with foreign-aid funds and 56 million bushels were financed with 
other funds. In addition, foreign-aid funds were used to purchase 26 million 
bushels outside the International Wheat Agreement quotas. Comparable fig- 
ures for 1951-52 are: Total purchases by countries receiving foreign aid under 
terms of the wheat agreement, 171 million bushels; financed with foreign-aid 
funds, 61 million bushels; financed from other sources, 110 million bushels; 
financed with foreign aid outside International Wheat Agreement quotas, 58 


million bushels. 
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FRIDAY, APRIL 10, 1953 


Unirep Srares SENATE, 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Wash ington, D. es. 

The committee met, pursuant to call, at 10 a. m., in room 324, 
Senate Office Building, Washington, D. C., Senator George D. Aiken 
of Vermont, presiding. 

Present: Senators Aiken (chairman), Young, Thye, Hickenlooper, 
Mundt, Williams, Ellender, Holland and Clements. 

The CHarrMAN. The committee will come to order, and we will 
start today’s hearing. 

We have with us this morning Assistant Secretary of State for 
Economic Affairs, Harold F. Linder, the Administrator of the Tech- 
nical Cooperation Administration, Stanley Andrews, and Dr. D. A. 
FitzGerald of the Mutual Security Agency is expected before long. 

As the Chair advised the people present and the Secretary of Agri- 
culture yesterday, this committee realizes the interrelationship be- 
tween American farm programs and export and import trade. We 
realize that consideration must be given to exports and imports and 
what is going on in other countries when we are undertaking to formu- 
late or revise farm programs here in the United States. 

There are several questions which the committee wants to get 
the answers to. I will repeat them—I read them yesterday morning. 

(1) To what extent are import regulations affecting export quan- 
tities? 

(2) Why have exports of certain commodities such as wheat and 
cotton fallen off drastically at a time when importing nations are 
subsidizing the production of these commodities even at uneconomic 
costs? 

(3) Is it possible to maintain high price levels in the United States 
without drastically regulating imports? 

(4) What would be the cost of maintaining our own price support 
programs if import restrictions of competitive farm commodities 
were relaxed or removed? 

(5) Is it possible, through marketing programs, to adjust the 
distribution of food and fiber in world markets without disrupting 
the economy of exporting nations and without creating burdensome 
hardships for the importing countries? 

The first witness this morning will be Harold F. Linder, Assistant 
Secretary of State for Economic Affairs. 
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STATEMENT OF HAROLD F. LINDER, ASSISTANT SECRETARY 
FOR ECONOMIC AFFAIRS, DEPARTMENT OF STATE 


The CuarrmMan. I see you have a short prepared statement. 

Mr. Linper. I have, Mr. Chairman. 

The CHarrMAN. You might proceed with it. 

Mr. Linper. Mr. Chairman, I was very glad to receive the com- 
mittee’s invitation to comment, on behalf of the Department of 
State, on the relation of our agricultural imports and exports to ou 
domestic agricultural programs. 

This is a subject which, all too frequently, is dealt with in bits and 
pie ces, as emergency situations arise. It is time ‘ly, it seems to me, for 
these problems to be reviewed in some systematic way, so that we can 
find a course most in harmony with our national objectives. I think 
that such a course can be found and that reviews of the sort your 
committee is conducting are needed to help find it. 

On the surface, it might appear that there was no need for Americans 
to worry very much either about exports or imports. Superficially, we 
seem to have a fairly self-sufficient economy. When we look at the 
figures in the aggregate, neither our imports nor our exports seem to bulk 
very large, compared to what we produce at home. For every dollar 
of domestic production, we import only 3 cents worth and we export 
only 1 cents worth of goods. E xcept for the Soviet Union, these 
figures are lower than those of any major country in the world. 

Yet, like so many figures of this kind, the impression they give is 
deceptive. The fact is that critical parts of our economy are geared 
to doing a substantial amount of business with foreign countries. 
This is especially true, as you know, in the field of agriculture. 

We sell a great deal of our cotton, our wheat, our tobacco, and our 
rice overseas; last year, for example, just under 40 percent of each of 
these crops was marketed abroad. ‘To a lesser extent, we market a 
good many of our specialty crops abroad, as well. 

Our apple, orange, raisin, and prune producers have always relied 
on foreign markets to provide the extra margin of profit that es s the 
difference between a lean year and a prosperous one. Taken all 
together, these exports require the use of about 60 million acres of 
American farmland, an area larger than the cultivated areas of all our 
Southeastern States. 

The paperts unce to the farmer of his export markets is something of 
which he himself is not always aware. As far as the farmer is con- 
cerned, his contact is with domestic merchants, not with foreign users 
What he is not in a position to see is that these crops are resold by these 
merchants for export abroad. Once these foreign markets dry up, 
the pipeline is clogged and the domestic buyers disappear. 

Another point that needs to be stressed is the fact that when foreign 
markets for our export crops are reduced, it is not the cotton or wheat 
or tobacco farmer alone who is affected. Our whole agricultural 
economy feels the effect, through a number of different channels. 
Perhaps the most important result is that farmers tend to turn over 
some of their land from export crops to domestic crops; from cotton 
to cattle grazing; from tobacco to truck farming; from wheat to dairy- 
ing; and so on. And the resultant pressures are felt throughout the 
whole range of agricultural production. 

Prosperity for our export crop producers, therefore, is inseparably 
tied in with prosperity for the farmer producing for the home market. 
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This brings me to the next stage of our problem. How can we 
maintain a situation in which our overseas markets remain wil 
and able to buy American agricultural products? The Marshall plan 
answered this problem to some extent. Of course, the Marshall plan 


was conceived for a much larg r purpose and accomplished a great 
deal more than simply provid ne’ an ‘ove rseas mark for American 
farmers. But it did serve the incidental purposs of providn iorelen 
countries with dollars, some of which were used to buy our A rican 


export crops. 
This means of disposing of American farm products, however, is 


one which none of us wants to continue for ar longer thar eC ; 
neither the American taxpayer nor the American farmer nor ev‘ he 
foreign governments who receive our at 

Foreien buvineg must he plac don ASIS O} whit h it DA ~ Ww 
Wir) The only prac tical Wi\ of acl evil nis is to make nat 
the foreien countries have every reason: pport it n th 
dollars that they need to buy our American products \ nn ns 
that foreien cou tries should have evi 2SOnad! cl Lo 
their coods in our markets. 

It is at this point that American agricultw faced wit! auemmi 
Some of the products which other countries have been selling to us 
and want to keep on selling to us are items which we can produce fo 
ourselves, provided domestic prices are high enough And one way « 


helping to keep these prices high in acddition t Government b 
is to reduce or eliminate the imports we have been 1 
foreion producers. 


\ reduction of imports is often an attractiv cd seem! | pa ss 
solution, when one seement oO! another of Americar | 
demanding some action. Yet when we ay st 
the normal imports of foreign producers, ce] 
serious risks. 

Foreigners, finding that their American ma t is ill be 
forced to cut back on their purchas« ot our export ¢ | fs sul 
And some of the farmers vho previr is] ra cL export crops I] rl 
to production for the home market, th by addine to hot Col 
petition and adding to the pressure on ou ipport programs Kvel 
body aay lose: our cotton farm rs nay los th r mma ets ovel 
and foreign produe ers may lose their domestic markets in the | Led 
States. We balance our trade in this wav with the rest of the orld in 
the worst possible way by restricting it both wavs 

I do not pretend t y ha any easy answers for this dilemma whicl 
Americar yaad eh faces As long as W recognize the eq itv of 
support prices for the i nerican farmer, we shall always be faced with 
the problem of reconciling the farmer’s interest fol maintaining his 
overseas markets. We may never be able to achi 1 perfect balance 
between these two interests But I feel s ak we can achieve a 


better balance than our present policies now pron icle 

| have had occasion to make these points to a cood man I ips 
in the recent past and from time to time I have been told: ‘This is 
all very well, but is it not true that countries abroad are imposing 
more and more restrictions on American products and that their 
current dependence on our cotton, wheat, tobacco, and so forth, is 
no more than a flash in the pan? 

To begin with, | want to point out that the reasons that countries 
maintain their present restrictions on some American products is 
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precisely because they are buying other American products so heavily. 
In other words, the demand of foreigners for American exports has 
grown much faster than the dollars that they have been able to 
earn; as a result, foreign governments have had to ration their supply 
of scarce dollars for the various competing demands which have been 
made upon them. And in rationing their scarce dollars, many of 
these countries have tried to reduce their purchases of apples, peaches, 
and other less basic products as a way of meeting part of the cost 
of their increased purchases of cotton, wheat, and tobacco. Far 
from reducing their overall purchases of American agricultural 
products, they have greatly increased these purchases. 

The figures present a striking story. The rest of the world, which 
bought about $700 million of our agricultural products annually in 
the 5 years just before the war, has been buying from us at an annual 
rate of about $3,500 million since the end of the war. 

This increase in our exports is much greater than the rise in our 
imports of agricultural products; before the war we imported about 
$600 million annually of the kinds of products American agriculture 
can produce, whereas since the war the figure has risen to only $1,600 
million annually. In other words, as compared to 75 times to which 
I alluded before, the imports are up approximately 2% times. 

Senator Youna. Let me ask a question for clarification. Do you 
include in those imports coffee, rubber, and things like that? 

Mr. Linprer. We do, I am sure, include coffee. I suppose natural 
rubber would be included. 

Mr. Leppy (John M. Leddy, Director, Office of Economic Defense 
and Trade Policy, Department of State). I believe Mr. Linder’s state- 
ment refers to supplementary imports, not complementary imports. 
I do not believe they include coffee. Supplementary agricultural 
imports that in some way are either competitive with domestic 
production or add to the domestic supplies. 

Senator Young. Why do you not include coffee? 

Mr. Linprr. Because it is not competitive with anything grown in 
the United States. 

Senator Youna. A better reason is that it makes your figures look 
better; is that right? 

Mr. Linper. I thought I had answered it, Senator. 

Senator Hottanp. May I ask a question at this time? 

The CuHarrMAN. The questions seem to be under way. He is al- 
most through with this. 

Senator Hotianp. I note the rather awful picture painted in this 
general statement but I wonder if the witness has compared it with 
the testimony given by the Secretary of Agriculture yesterday as to 
the very large drop in export of agricultural products last year and 
again this year to bring it down; I believe the figure he used was; to 
about $2.8 billion; was it not? 

Mr. Linprer. Senator, I did not have an opportunity to go over 
carefully Secretary Benson’s statement yesterday but 1 am going to 
include in my remarks some comment. 

Senator HoLLtaAnp. Have you got a copy of Secretary Benson’s 
statement? I would like to have the correct figures on that. It was 
either 2.8 or 2.9. It was 2.9 as compared with a high of 4.7 billion. 

It had gone down to 4 billion in 1952 and 1953; 2.9 billion in 1952-53. 
The thing that is alarming I believe to all members of this committee 


Sen 
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and certainly to the Senator from Florida is this great reduction and 
vastly disproportionate reduction of agricultural exports that has 
made itself evident last year and to a much greater degree this year. 
Can the witness comment on that development? 

Mr. Linper. I shall be glad to send a comment, Senator. I am 
not in a position to comment on it at the moment. 

The CHarrRMANn. So long as Mr. Linder only has about 3 minutes or 
so left of his statement we will let him finish that. 

Senator HoLLanp. Would it be all right with the rest of the com- 
mittee if we just simply ask him to make direct comment on this large 
reduction? He has not done it in his statement. 

The CuHarrMan. What the Secretary pointed out was that exports 
of industrial commodities had held up, exports of agricultural com- 
modities had shown a sharp decline. If you will proceed and finish 
your statement I am sure there will be some questions. 

Mr. Linper. It should be pointed out that the world’s increased 
purchases of American agricultural products have been reflected in a 
relatively large number of the individual commodities involved. For 
some crops, both quantities and prices of exports have gone up; for 
others, the only quantity decreases in exports of important crops have 
been in fruits. 

There has been considerable speculation on how long the increased 
dependence of the rest of the world on American agriculture is likely 
to last. No one, of course, can speak with certainty about the long- 
term prospects. But as nearly as can be judged from the facts, there 
is every reason to suppose that the demand by foreign countries for 
American export crops will remain high over the years, provided 
foreign countries have the dollars to buy these crops. 

There are a number of reasons why this is to be expected. In the 
period immediately following the war, it was generally thought that 
our abnormal exports of agricultural products simply reflected the 
effects of overseas war destruction. But as time went on and our 
agricultural exports were maintained and expanded, we began to see 
other causes for this extraordinary development. One major cause 
was the increased emphasis of a great many countries on industriali- 
zation. 

Argentina, for example, followed a deliberate policy of attracting 
workers from the farms to the cities. As a result, wheat acreage in 
Argentina has dropped to about 20 percent below its prewar level and 
wheat production in Argentina has been equally depressed. Countries 
which previously relied upon Argentine wheat exports have had to turn 
to other sources. In addition to the loss of Argentine wheat, other 
normal prewar sources of wheat, such as eastern Germany, the Balkan 
countries, and the Soviet Union, also have shrunk. 

The loss of these sources, like the loss of Argentine wheat, has largely 
been due to the policy of forced industrialization, which has sharply 
reduced the amounts of agricultural products available for foreign 
buyers. The forces that have tended to diminish prewar sources of 
wheat have also reduced the supplies of other agricultural products. 
The result has been that many countries have had to turn to the 
United States and Canada to fill the gap created by the loss of supplies 
from other areas. 

The emphasis on continued industrialization around the world 
gives the American farmers every right to anticipate that the rest 
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of the world is going to remain a good customer for American prod- 
ucts in the years ahead, always provided these countries are allowed 
to earn the dollars that are needed for that purpose. 

America’s best customers are the countries with expanding produc- 
tion and expanding incomes. ‘These are the countries which develop 
the internal needs for American essentials and the desires for Ameri- 
can luxuries. As long as incomes in any country are on the increase 
demands for one or another of America’s diverse export crops ¥ 
bound to increase as well; if not for wheat, then for cotton; and i 
not for cotton, then for peaches. But in order to translate this a, 
ing demand into actual purchases, we must be willing to give these 
countries the chance to earn dollars; we must be willing, in short, to 
have trade run on a two-way street. 

These are some of the facts which it seems to me this committee 
will have to take into account in considering the problems of Ameri- 
can agriculture and foreign trade. I am sure that similar considera- 
tions will be elaborated and analyzed in the study which the President 
has initiated of our overall foreign economic policy. Only if such 
facts are fully appraised can we move ahead with a mutually consist- 
ent agricultural policy and trade policy which will advance our total 
national interests. 

Now,:Mr. Chairman, if you will permit me I have a supplementary 
statement, a very brief one which I would like to make. 

The CyarrMan. All right. Go ahead and read it. 

Mr. Linpgr. Thank you, sir. It is our understanding that at 
vesterday’s hearing suggestions were made for amending section 22 
of the Agricultural Act so that restrictions could be imposed on 
iricultural imports before the Tariff Commission had come to a 
conclusion as to whether or not such imports were interfering with 
domestic agricultural programs. 

| believe that this proposed amendment came up in connection 
with a proposal supported by the administration for the removal of 
section 104 of the Defense Production Act which now imposes severe 
restrictions on imports of dairy products, as well as certain other 
products. 

Some fear was expressed that in view of the prospective expiration 
of section 104 on June 30 of this vear the Tariff Commission might 
not act promptly —— in acting upon such restrictions as might 
prove to be necessary to prevent imports from interfering with the 
domestic dairy-products neue am. 

The Department of State has not had opportunity to consider all 
the implications of the proposed amendment to section 22. 

Our preliminary view, however, is that such an amendment would 
fundamentally alter present procedures by placing restrictions on 
imports before a considered amy tee nt had been reached as to whether 
or not such restrictions were in fact necessary to prevent impairment 
of domestic programs. 

[ am not at all sure that restrictions imposed in this way would not 
create for us many of the international difficulties which we have had 
in connection with section 104. 

It may be that some changes in section 22 will prove to be necessary. 
It is our view, however, that any substantial changes in our foreign 
trade policy should be undertaken only after the careful and compre- 
hensive study contemplated in the President’s recent message to 
Congress on the Reciprocal Trade Agreements Act. 
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As you know, the President in this message asked that the Trade 
Agreements Act be extended in its present form for a period of 1 year 
pending a complete and comprehensive view of our foreign economi: 
policy. 

Sucb a review would include a study of the relationship between our 
foreign trade policy and our domestic agricultural program with the 
idea of finding more effective solutions to the problems which confront 
us. 

Basic changes in the operation of section 22 at this time would, in our 
judgment, tend to prejudice the outcome of this study. The proposed 
amendment under section 22 would not appear to be necessary in con- 
nection with the removal of 104 restrictions 

Since yesterday’s hearing—that is, vesterday afternoon—the Presi- 
dent requested the Tariff Commission to institute immediately an 
investigation under section 22 with respect to commodities now sub- 
ject to restrictions under section 104. 

In his letter to the Tariff Commission he has asked that the Tariff 
Commission report back to him not later than the Ist of June. That 
is to say, a full 30 days before the expiration of section 104 

Thank you, Mr. Chairman. 

The CuarrMan. At least the committee has 2 viewpoints on 1 
question 

Mr. Linper. In respect of section 22? 

The CHarrMan. That is right. We have two viewpoints on that 
and there may be others, I don’t know 

Mr. Linper. May I add a little to that by saying, Mr. Chairman, 
that I did have opportunity for a few minutes to talk with the Secre- 
tary of Agriculture this morning and as I understand it while he has 
reservations in respect of whether section 22 will adequately perform 
the task, [ think I am fair in saying that he agrees that no amendment 
of section 22 should at this time be called for. 

Specifically in respect to the problem of section 104 | think he 
recognizes that with the President’s request to the Tariff Commis- 
sion a study can be completed, advice to the President can be given 
1 month before the expiration of 104 and if the Tariff Commission is 
prepared to act effectively and promptly, as | am sure they will, then 
it seems to us at least, and I think to him, that it may be unnecessary, 
in connection with 104, to consider the amendment of section 22. 

I think what he had in mind was that if it could not be demonstrated 
that section 22 could be effective under all the circumstances with 
which he is faced at this time, then consideration should be given to 
an amendment of section 22. 

The CuHarrMaNn. Of course, the Chair has sent word to the White 
House by a half-dozen emissaries to the effect that if the President 
does not act before June 30, the Congress undoubtedly will 

I feel that the attitude of the White House in this matter is probably 
going to result in the Government going into butter and cheese and 
powdered milk business in a big way, because no man in business, no 
corporation in the dairy business, is going to start storing at this time 
those dairy commodities not knowing whether the price is going to be 
taken out from under him on July 1 or not. 

I would assume that if anything happens so that imports of dairy 
products cannot be regulated as efficiently as they are now after June 
30, that we had better be preparing to give up a good share of the dairy 
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industry of this country or spending another $500 million or so a year 
to support it. 

There is no other alternative that I see, but we hope that the Presi- 
dent will act, even though the Commodity Credit Corporation has to 
buy the butter and cheese and powdered milk produced between now 
and July 1. 

If the President acts effectively before July 1, much of that which 
they have to buy will be returned to the normal channels of trade so 
that it will not represent a loss, but if there is no provision for regulat- 
ing imports of dairy products after June 30, then the Commodity 
Credit Corporation will be in a position of having to buy all the butter 
and cheese and powdered milk produced in this country and the market 
will depend on foreign imports to a very large extent to supply the 
consumers. 

The Chair announced yesterday that we would reverse the seniority 
rule this morning. We have ordinarily been inviting the senior 
members of the committee to ask questions first and the consequence 
has been that the newer members of the committee when it gets to 5 
minutes to 12, do not have much time to ask questions. 

So I am going to start this morning with Senator Clements who up 
to now has been at the tail end of every question period and give him 
a chance to ask the first question this morning. 

Senator CLements. Did I understand you to want to leave with 
this committee the impression that the Secretary of Agriculture agreed 
with the position you stated here this morning with reference to 
section 22? 

Mr. Linpmr. I was reporting a conversation which I had with him 
this morning, Senator, in which I think I am correct in saying that he 
was perfectly prepared to see whether section 22 would work effec- 
tively. 

He has some reservations in his mind about section 22. I under- 
stand he does not suggest that section 22 be altered or amended at 
this time. It may be necessary—and on that I will reserve judgment. 

The President had not sent Sie letter to the Tariff Commission when 
the Secretary of Agriculture testified yesterday morning and I think 
in the light of that letter, and as an evidence of the concern which the 
President has, to which the chairman alluded, I would say that that 
is a fair statement of what the Secretary of Agriculture’s point of view 
presently is. 

Senator CLemMents. You say at this time. How many months does 
that cover? 

Mr. Linper. I would think, sir, that if the action under 22 is 
taken effectively, I would very much hope that consideration for any 
alteration of section 22—if it is taken effectively in respect to 104— 
would await this comprehensive study to which I have made several 
allusions, which the President has called for. 

Senator CLements. What time do you think that study may be 
presented? 

Mr. Linper. I should think that would be completed in the course 
of the next few months. It may not be until some time in the fall 
of next year. 

Senator CLemMEnts. You used the time June 1? 

Mr. Linper. I did, sir. I used the time June 1 purely in respect 
of section 22 action in relation to the expiration of 104. 
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Senator CLeEMENts. Were you suggesting that no action be taken 
by the Congress on section 22 until June 1? 

Mr. Linper. I was certainly suggesting that, sir. 

Senator CLeMENts. Do you want this committee to understand 
that that represents Secretary Benson’s views as of this morning? 

Mr. Linper. That was my understanding of his views as of this 
morning, sir. 

Senator CLeMENTs. I have no further questions. 

The CHarrMAN. The Chair might advise the committee that he 
also had a little talk with Secretary Benson this morning. I did not 
get the impression that Mr. Linder did, but I do not care to compli- 
cate the situation any further by reporting any of the conversation. 

Senator Ciements. Mr. Chairman, I do not desire to do that 
either, but I thought that if the statement that the representative of 
the State Department made this morning is correct, the Secretary has 
taken a decided change in attitude since yesterday 

The CHarrmMan. That would be apparent. 

Mr. Linper. If [ may comment further, Mr. Chairman, the Secre- 
tary was quite precise in saying to me this morning that he was not 
suggesting and did not mean to leave the impression that action was 
to be taken immediately in respect ol section 22. 

I think that in respect of 104 which his principal concern is at the 
moment, he is personally prepared to wait until June 1 when the 
Tariff em ome has reported and the P 
the report of the Tariff Commission which will be 1 month before the 
expiration of 104. 

The CHatrMan. I think it is a safe bet that Congress is not going 
to leave the dairy industry, upon which more people depend for a living 
than any other industry in the United States, in a helpless condition 
after July 1; of course nobody can tell for sure. I think it is a pretty 
safe bet that the Congress will not do that, though. 

Senator Williams? 

Senator Wiiit1AMs. What is the opinion of the State Department 
with regard to section 22? 

Do | understand correctly that you are opposed to it? 

Mr. LinperR. We are opposed to any amendment of section 22 at 
the present time, subject to the study which the President has asked 
for which we are sure will include a complete review of our domestic 
agricultural situation in relation to our foreign situation. 

Senator Wriu1amMs. You are opposed to it? 

Mr. Linper. We are opposed to any amendment now, but we are 
not committing ourselves before the fact, that some alteration may be 
necessary as a result of that study. 

Senator WituiAMs. But as of today, you are opposed to section 22? 

Mr. LinperR. We are opposed to any amendment now. 

Senator WituiAMs. How about section 104? 

Mr. Linper. We recommend that section 104 be allowed to lapse. 

Senator WiuuiAMs. And all of these recommendations are pending? 

Mr. Linper. That is not quite so, because the President sent a 
letter to the Tariff Commission yeste rds ay asking them to undertake 
something which they have not been in the habit of doing heretofore; 
namely, a study and a recommendation to him prior to the expiration 
of the law which presently exists on our books. 


resident is able to consider 
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If the Tariff Commission reports back on June 1, section 104 will 
still be on our books and the President, we feel, will have opportunity 
to take action and the Congress to consider it. 

Senator WiiiiaMs. At the time that Congress enacted section 104, 
you opposed it Is that correct? 

Mr. Linprer. I believe so. 

Senator Wittiams. Were you with the Department at that time? 

Mr. Linprer. I was 

Senator WituiAMs. During the interval since section 104 was put 
on the books—over your opposition—have you studied this problem? 

Mr. Linper. We have given it a good deal of consideration. 

Senator WiiiiAms. Have you come to any conclusion? 

Mr. Linper. Our opinion is unchanged. 

Senator Wriuiams. What is the difference in the study vou have 
made since we passed it before and the study you are going to mak 
how oh ee 

Mr. Linper. We are not making the study. The President will 
appoint a committee from this administration which will include 
representatives of a number of departments, certainly including 
Agriculture, certainly including all the departments concerned, and 
may in addition to that invite certain people from the outside of thi 
administration, outside business or agricultural life to assist in such a 
study. 

Senator WiiuiAMs. Just assume for a moment that Congress had 
taken your recommendations prior to this, had not enacted section 
104 or section 22, and had followed your recommendations entirely, 
in what position do you think the dairy industry would be today? 

Mr. Linper. [ would not like to make a prediction about the dairy 
industry. I do not know enough about it. 

Senator WiiurAms. How about butter. Do you share the fear of 
some people that there would be a dumping process under way now 
in respect to butter had section 104 not been enacted? 

Do you think that butter would be coming into this country? 

Mr. Linprr. I think if Congress had not enacted section 104 it 
would have been appropriate to ask the Tariff Commission to investi- 
gate under section 22. I cannot tell whether they would have taken 
action under 22. Had they not taken action, I think the position 
would be a very difficult one and one which we would not approve of, 
but we had 104 and therefore no action could be taken under 22. 

Had we not had 104 I believe it would have been possible to 
take action under 22 which would have substantially alleviated the 
problem. 

Senator WiturAmMs. What was your position with the Department 
a year ago? 

Mr. Linper. A year ago I was Deputy Assistant Secretary of State. 

Senator Wiiu1AMs. Working on this same subject? 

Mr. Linper. I was working on this among other economic affairs. 

The CHarrRMAN. You are aware of the fact that many people tried 
to get President Truman to take action on section 22 before section 
104 was enacted? 

Mr. Linper. I am not aware of that. 

Senator Wiiu1AmMs. Did you ever take any action under section 22 
prior to section 104 being enacted? 

Mr. Lanner. I, sir? 
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Senator Wituiams. No. The Department. 

Mr. Linper. | do not recall. 

Mr. Leppy. The President directed the Tariff Commission to be: 
studying the problem of the commodities under 104 with a view to 
acting promptly under section 22 if it expired 

That was a different procedure from the procedure that President 
Kisenhower has now adopted which is to direct the Tariff Commission 
to institute a formal investigation immediately. 

Senator WitutiaAmMs. What I was questioning was: Prior to the 
enactment of section 104, did you take any action under section 22? 

Mr. Leppy. No, sir. The initiation of action under section 22 i 
from the Secretary of Agriculture to the ee Section 104 came 
up very suddenly as you will recall in the Congress 

At that time butter was under complete embargo under a previous 
law which was Publie Law 590. 

That law was scheduled to expire, [ believe, on June 30. I have 
forgotten exactly the year now. But it was in anticipation of the 
expiration of that law that section 104 was enacted and broadened to 
include in addition to butter and other fats and oils, various kinds of 
cheeses, but I would have no doubt but that upon the expiration o 
Public Law 590, given a situation in which the domestic price of butter 
was very far above the world price, that the Secretary of Agriculture 


would have intiated action under section 22, but we never arrived 


that point because the law was changed while we were in midstream. 
Senator WituiaMs. Before the law was changed, did the Secretary 


refer to the President a recommendation that there be any action taken 
on other commodities? 
Mr. Linper. You mean have there ever been any investigations 


under section 22. 

Senator WituiAMs. Has there ever been any action? 

Mr. Linper. Yes, sir. There have been 4 cases of action and 1, 
| believe, is still pending cotton, wheat, edibie tree nuts and | 
believe wool is how pending. 

Senator WiLuiAMs. I was wondering just what action had been taken 
under section 22? 

Mr. Leppy. Yes, sir. The cotton investigation was complete ad 
in 1939, I believe in 30 days. 

They did act very promptly in that case 

The CHArRMAN. The action on cotton and the action on wheat were 
taken a long time ago, were they not? 

Mr. Leppy. Yes, sir. 

The CHarRMAN. What recent actions have been taken under see- 
tion 22? 

Mr. Leppy. Edible tree nuts, I believe, is the only recent action I 
know of. 

Senator HoLLanp. What about the tung oil action? 

Mr. Leppy. That was taken pursuant to 104 by the Secretary of 
Agriculture but the procedure under section 22 must be initiated by 
the Secretary of Agriculture. 

The CHAIRMAN. Senator Holland? 

Senator Hotianp. | note your statement, which I think is well 
known to this committee, and I quote: 


The only quantity decreases in exports of important crops have been in fruits. 
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_ Does your Department have any plans at all to help the fruit 
industries of the Nation to restore their export business? 

Mr. Linper. I cannot speak specifically of any plans. 

Senator HoLtLanp. Let’s go to the other business which dovetails 
with the fruit business and that is the winter vegetable business. 
Much of the areas that produce fruits also produce winter vegetables. 

Are you aware of the fact that, although it was often requested, the 
State Department was never willing to approve any action under 
section 22 relative to the imposition of either quotas or embargoes or 
any other kind of restrictions upon the movement of tomatoes from 
Cuba and Mexico into the United States, and that thereupon Congress 
in 1951 passed a new provision, 8 (a), to allow for effective and quick 
handling of that problem, since which time the State Department has 
as | understand it, been equally unwilling to take any action under 
that new section. 

You speak of prompt action now by the Tariff Commission. What 
has been the reason for the unwillingness since 1951 of the State 
Department to take any action seeking to control volume of shipments 
in winter vegetables into Cuba and Mexico? 

Mr. Linper. Senator, what we are concerned about obviously in 
the State Department ‘s the totality of our farm trade. 

I do not think that I would be in a position to comment in respect 
of a particular aspect or a particular crop or segment of a crop. As 
to the attitude of the State Department we do not initiate these 
actions. We are called -ipon to comment on them by the President 
from time to time and we do comment on them in the light of our 
total foreign economic policy, and if it is the opinion of the Depart- 
ment that certain action is likely to cause reprisals on the part of other 
governments which would be more deleterious to the positicn of 
American agriculture than the protection afforded by approval of 
certain actions, we feel that it is our duty to comment accordingly. 

Senator Hotitanp. You know, of course, that the delay has not 
been occasioned by any unfriendly attitude on the part of the Depart- 
ment of Agriculture, but instead has been wholly due to the attitude 
of the State Department, and that fact makes me rather skeptical 
when you talk about prompt action to alleviate the condition that is 
now being alleviated by section 104, because we have not been able to 
get action for nearly 2 years under section 8 (a), wholly due to the 
obstinacy of the State Department. 

Mr. Linp_er. Sir, this action is called for by the President. If the 
Department of Agriculture’s duty is to concern itself with the pros- 
perity of American agriculture, which I assume it properly is, it 
might be said that our duty is to consider the totality of our export 
and import trade, and I can only repeat that in the light of that total 
position, if we have not approved, it has been our considered judgment 
that exports of tobacco, let us say, may have been more important 
and may have been adversely affected to a greater extent by approval 
of a particular suggestion of the Department of Agriculture, so that 
our opinion has to be taken on a balanced basis and it has to be taken 
in the light of all of our foreign relations. 

Senator HoLLanp. In the matter of winter vegetables there are 
just two other nations that are involved. One is Cuba and one is 
Mexico. Cuba is under a reciprocal trade agreement with us and is 
perfectly willing to try to work out this matter and knows perfectly 
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well that its own agricultural industry will be well served by having 
a quota system in effect. 

Mexico has no reciprocal trade relations with us, and it has appeared 
at least—I hope it is not so—but it has appeared to the tomato pro- 
ducers of my State that the Department of State has been more 
interested in the continuance in production of the tomato industry 
of Mexico than it has of the tomato industry of Florida and south 
Texas. 

Mr. Linper. I think our problems, Senator, if I may be permitted 
to say so, extend beyond the particular country which is likely to be 
affected by a given action, because having taken that action it may 
well be that the door is open to a whole variety of actions and again 
we have to think of these things in terms of the totality of our position. 

We are at the same time the whipping boys, if I may say so, for the 
so-called giveaway program, and to offset as much of that as we possi- 
bly can we have regarded it as our duty to encourage our friends 
abroad to do their utmost to earn dollars. 

Now they have to earn them some way. Unfortunately some of the 
things that they do to earn dollars may impinge upon particular 
industries and particular segments of agriculture in the United States, 
but if we do not want to give money away and if we do not want to 
balance our trade on the lowest possible level, which would mean a 
very, very drastic decline in our exports, it seems to me we must give 
people abroad an opportunity to earn their way. 

On the tomato thing, sir, specifically, I would be glad to look into 
the matter and provide you with a statement on it. 

Senator Hotuanp. I would be happy if you will. 

(The statement referred to is as follows:) 


DEPARTMENT OF STATE, 
Washington, May 6, 1958. 
Hon. Georce D. AIKEN, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

My Dear Senator AIKEN: During the hearings held by the Committee on 
Agriculture and Forestry on April 10, 1953, Mr. Linder undertook to supply the 
committee with a statement on the regulation of the importation of tomatoes. 
The statement was to provide information concerning the possibility of taking 
action to regulate the importation into this country of winter tomatoes under 
section 22 of the Agricultural Adjustment Act, as it might be applied in accord- 
ance with the emergency action procedures of section 8 (a) of the Trade Agree- 
ments Extension Act of 1951, or under the terms of an agreement which might 
be entered into between the United States and Cuba or Mexico or both. 

Section 22 provides for fees or quotas to be imposed on agricultural imports 
when necessary in order to prevent such imports from rendering ineffective or 
materially interfering with domestic agricultural programs. Section 8 (a) pro- 
vides for accelerating section 22 procedures with regard to perishable agricultural 
commodities, and to this end sets a maximum limit of 25 days between the time 
the Secretary of Agriculture notifies the Tariff Commission to undertake an 
investigation and the time the President makes his decision on the Commissio 
recommendation. 

Information available to the Department shows that Bch has never been a 
domestic agricultural program for winter tomatoes. C« quently, there never 
has been a basis on which to invoke section 22 with respect to tomatoes 

There have been protracted discussions with the industry and with Members 
of the Congress about the possible regulation of tomato importa by international 
agreement. These discussions have extended over a period of time, partly 
because the facts are so complex and partly because the proposed arrangment 
presented major issues of policy for the Department of Agriculture, the Depart 
ment of State, and other interested agencies, issues which extended well beyor -" 
the immediate interests of the winter tomato industry. Moreover, there has been 
disagreement within the industry as to the wisdom of regulating tomato imports 
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The proposal presently under consideration by interested agencies of the 
Government was developed as a result of a meeting held in Mexico City in the 
fall of 1951. Represented at the meeting were the Florida, Cuban, and Mexican 
growers of winter tomatoes. Although they had participated in earlier discus- 
sions, representatives of the West Coast of Mexico Association of Nogales, Ariz., 
did not participate in this meeting. This association represents the brokers which 
handle most of the tomatoes shipped from the west coast of Mexico to the United 
mtates 

As a result of the meeting an agreement was developed. In this agreement the 
various interests were to collaborate in suggesting to their respective governments 
a program for regulating the marketing of winter tomatoes in the United States 
The proposal was that through an international arrangement made effective by 
the United States through the use of the authority in the Trade Agreements Act 
of 1934, the United States duty on imported tomatoes would be reduced by the 
maximum amount permitted by the act. There would be daily quotas on im- 
ports from Mexico, and weekly quotas on imports from Cuba of winter tomatoes 
during the months November through May. The reduced duties and quotas 
would become effective once a marketing arrangement had been set up for ship- 
ments of Florida winter tomatoes 

Extensive interdepartmental consideration was given to the proposal and, in 
order to be certain that all information was available, hearings were held in May 
1952. During the hearings the Florida growers presented factual information in 
support of their proposal, and following the hearings submitted additional statistics 
bearing on the problem of the frequency, severity, and cause of temporary gluts 
of winter tomatoes The Nogales association opposed the proposal 

The information considered did not show that the industry has been unprofitable 
even though it has been characterized by sharp fluctuations in prices and ship 
ments. On the contrary, there appears that growers have received extraordi 
narily large returns on their investments 

The question arises, however, whether there may not have been preventable 
losses arising from erratic shipments. It was evident that there were temporary 
situations in which losses occurred. There was also evidence, however, that 
market forces brought about adjustments rather effectively. For example, im- 
ports from Mexico have been low during seasons when United States shipments 
have been high; and imports from Mexico have been high when United States 
shipments have been low. Further, it was held that imports from Mexico 
against which it has been proposed quotas be imposed in order to regularize the 
market, have exercised a stabilizing influence on the highly sensitive market for 
the perishable commodity, winter tomatoes, for short periods within seasons 

Although a considerable effort was made to obtain information from Govern- 
ment and industry sources to show the nature of market gluts, how they developed, 
and what their effects were, this effort was not completely successful. Yet such 
information was essential to determine what kind of governmental measures 
could be effective in preventing unnecessary losses from temporary market gluts 

\n examination was nonetheless made of the import controls suggested, that is, 
daily quotas on imports from Mexico and weekly quotas on imports from Cuba. 
It appeared that such a system was unworkable, and attention has been directed 
to seeing whether a modification of such an arrangement or entirely different regu- 
latory arrangement could be worked out 

Other problems have also had to be dealt with. One major problem is whether 
the President has authority under the Trade Agreements Act to negotiate an 
arrangement intended not to increase exports from the United States but to re- 
strict imports into the United States. Another one is whether a proposal could be 
worked out with either or both the suppling countries which could be negotiated 
successfully with them \ further question to be considered is whether the adop- 
tion of a control arrangement of the type suggested would set a bad precedent 
leading other countries to restrict the entry of American exports 

The information which has so far been made available has made the Department 
of State doubtful of the desirability or feasibility of applying controls of the type 
suggested in an attempt to regularize the marketing of winter tomatoes in the 
United States. The Department has developed tentative positions on the various 
administrative, legal, and policy problems involved in the light of the information 
available and is hoping to get the comments of the Department of Agriculture in 
the near future and to attempt to resolve the problems in discussions with the 
other agencies concerned. However, the Department’s final position has not been 





FOREIGN TRADE IN AGRICULTURAL PRODUCTS 


determined, and it is ready to consider the matt 
information and comment 
Sincerely yours, 
MORTON 
stant Nex 


Senator HoLLANpb. Mr. Chairman, | st want to comment before 


terminating my own questioning that I think there is added cause to 
congratulate the Secretary of Agriculture for his vesterday’s state- 
ment, because if he, through that statement, gets prompt action from 


the Tariff Commission and the Reciprocity Committee, it will be the 
first time, at least in 6 vears, that any such prompt action has been 
taken. 

The CHatrmMan. He has not got it yet, but I am sure that Secretary 
Benson is trying and he is genuinely concerned with protecting the 
welfare of the people of the United States and particularly the farmers. 

How long have you been with the State Ds partment Mr. Linder? 

Mr. Linprr. A little over 2 years, Mr. Chairman 

The CuarrMan. What did you do previous to that? 

Mr. Linprr. I was president of an investment company in New 
York, sir. 

The CHarrMAN. Investment trust? 

Mr. Linprer. Yes, but not one which sells securities. That is, it 
was a closed-end investment company, and a fairly sizable sum of 
money. 

The CuHarrMAN. You did have investments, however? 

Mr. Linper. We did have investments, Senator. 

The CHarrmMan. Did you have investments outside the United 
States? 

Mr. Linper. I do not recall any investment outside of the United 
States with the possible exception of one oil venture in Canada. 

The CHarnMAN. What was the general nature of your investment? 

Mr. Linprer. The general nature of our investment was the pur- 
chase of securities listed for the most part on the New York Stock 
Exchange. 

Now, sir, when I said no investments outside the United States, | 
would not mean to imply that some of the companies, the shares of 
which we held, did not have some foreign subsidiaries, but they were 
primarily and exclusively American companies. 

The CHArRMAN. Have investments outside the United States been 
generally profitable during recent years? 

Mr. Linprer. It depends upon the type of investments. Great 
profits have been made. 

The CHarrMAN. Generally profitable? 

Mr. Linper. During the last few vears there has not been nearly 
the flow of private investment outside the United States. The only 
place where there has been a substantial flow has been in the oil 
business and they have been quite profitable. 

The CuarrMan. We do, however, have about $24 billion in private 
investment outside the United States, of United States capital. Would 
that be roughly the correct amount? 

Mr. Linper. Sir, | am sorry I cannot comment on the figure. 
think it is substantially less than that, sir. 
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The CuarrMan. Do you think that the investors in foreign fields 
generally are desirous of lowering or eliminating restrictions or 
regulations of imports? 

Mr. Linpver. To the extent I suppose, sir, that, if they are exporters 
to the United States, they might be so interested but many of them 
do not endeavor to export their products to the United States and 
therefore I should think they would have no interest. 

The CuHarrman. I would like to know what foreign producers are 
not interested in exporting to the United States? 

Mr. Linper. For example, Sears, Roebuck has investments in 
Beazil. They are not selling anything to the United States. Inter- 
national Harvester has investments in various Latin American coun- 
tries to supply those markets. American Radiator has a large 
organization in France. 

Senator Tyr. May I raise a clarifying question at this point as 
to Sears, Roebuck. 

Are Sears, Roebuck manufacturing in South America? 

Mr. Linprer. They are distributing and they are investors in South 
America. 

Senator Tuyr. I know they are distributors but are they in the 
manufacturing business where they are producing their own product 
and endeavoring to find a market therefor? 

Mr. Linprr. No, sir. Their investments in South America, I 
believe—and I would like it clearly understood that I do not know the 
details of Sears, Roebuck’s business—comprise the following: They 
have retail stores. I believe they have interests in manufacturing 
companies. 

Senator Toyz. Am I correct that such interests are only on the 
basis of manufacturing the goods which they put through their retail 
shops? They are not manufacturers who are looking for markets. 

Mr. Linprer. No, they are not. 

Senator Turn. They are jobbers and retailers in that sense? 

Mr. Linper. And producers and sell to people other than them- 
selves, I believe, but not outside the country. 

Senator Toye. They are not the manufacturers that would be 
looking to the United States for a market? 

Mr. Linprer. That is correct. 

Senator Torr. They are down there for the specific purpose of 
conducting a retail business? 

Mr. Linper. They have to conduct whatever business it is but 
they do not look for a market in the United States. 

The CHarrMAN. Do you agree with the statement which is attrib- 
uted to Henry Ford 3d the other day, that it would be desirable to 
have all tariff restrictions on automobiles and similar machinery 
entering the United States done away with? 

Mr. Linper. In respect of automobiles, I would not disagree. In 
respect of similar machinery, that is much too broad a category. I 
believe, sir, that there are many industries in the United States which 
require a certain amount of protection. 

I do not think that we can continue to think of them as infant 
industries forever. I do not propose or suggest that the United 
States should eliminate its tariffs by any means. I do believe that 
the prosperity of the United States and the requirement of the United 
States to give substantial amounts of aid abroad, incident to its 
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defense program and incident to its position in the world today, 
makes it necessary that the United States have a more liberal and less 
restrictive policy in respect of the importation of goods into the 
United States. 

That does not mean, however, sir, that I am suggesting that there 
be complete free trade. I would agree that the automobile manu- 
facturers in the United States require no protection. 

The CoatrmMan. That would probably 

Mr. Linper. I do not know. 

The CHarrMan. And farm machinery manufacturers 

Mr. Linpver. I do not know enough about the farm machinery) 
business, sir, to comment. 

The Cuarman. Can items like automobiles and tractors, equipment 
of that nature, be produced abroad, we will say, even by American- 
owned companies, at a lower cost than they can be produced here in 
the United States? 

Mr. Linper. I would doubt it very much. I would merely say 
that they are likely to produce different types which might come into 
the United States and are not really competitive. I believe that our 
techniques of manufacture, despite the quite obvious difference in 
labor rates, would give us a perfectly good, sound commercial advan- 
tage in the United States. 

The CHarrMAN. Have increased shipping costs contributed to t 
decrease from what might otherwise have been in international trade? 

Mr. Linper. I think at the moment we are talking about shipping 
costs which are at a relatively low level, because dry cargo rates have 
gone down substantially. 

They are well below United States Maritime Commission rates at 
the present time. I think that the requirement that the Congress has 
seen fit to apply in respect of the shipment of certain American goods 
and in respect of certain American bottoms, may have been one of the 
things which has contributed to an investment on the part of our 
European and other foreign friends to earn the dollars necessary, 
again, to buy things in the United States. 

The CaarrMan. I asked that question with the realization that the 
increase in transportation costs within the United States has contrib- 
uted materially to shifts in area of production, particularly in the 
vegetable field. 

That is all lL have. Senator Mundt? 

Senator Munpr. Mr. Linder, I am inquiring about who sets the 
economic policies of the Department of State. You are the Assistant 
Secret ary. Who is the present Secretary in charge? 

Mr. Linper. There is none. The policies are set by the Secretary 
of State, Mr. Dulles. 

Senator Munpr. How about the Economic Branch? 

Mr. Linper. I am the head of that branch. There is an Unde 
Secretary, of course, who acts in place of the Secretary, to whom I 
report as well. 

Senator Munpr. How about Mr. Lourie? 

Mr. Linper. Mr. Lourie is there on administrative matters for the 
most part. Mr. Bedell Smith is the man to whom I have reference 

Senator Munpr. What I am trying to find out is whether at your 
high level you have some agricultural economist. You are an out 
standing economist in the field of investment and in the field of 
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industry. Is there someone to whom you can point and say ‘This is 
our agricultural economist,’”’ and to whom we may look for sound 
advice in helping to determine the State Department attitude toward 
farm problems? Would it be this young man over here [indicating 


= 


Mr Leddy]? 

Mr. Linper. No. I do not think we are organized that way, 
Senator. May I say first that you compliment me by calling me an 
able economist. [am not. I am just a business man. I hope I have 
some sense. But we do not look at the problem and do not pretend 
to look at the problem in terms of specialization in respect of either 
agriculture or particular types of industry, because it does not seem 
to us at least to be our function to do so. 

If we were to do so we would build up an enormously larger staff 
than we presently have, and I am sure the Senators present would not 
want to encourage us in that direction. Our problem is to consider 
these things not without some knowledge, I hope, of the particular 
problem involved, but generally speaking in terms of the entire 
framework of our foreign economic policy. 

Senator Munpt. I wonder who fits out that portion of the frame- 
work as far as the farmer is concerned, in your particular area of 
activity? There are a world of people and staff, I believe, with folks 
who understand the industrial phase of the matter. I wonder whom 
you look to for your industrial counsel in the Department of State? 

Mr. Linprr. We are no better fixed, except as some of us may have 
some personal background, for any kind of imdustry or industry 
generally. 

Senator Munpr. That is not the state in your statistics. You are 
a much better authority in the field of investment trusts than the 
dairy business or the wheat business or the beef business? 

Mr. Linprr. That is correct. 

Senator Munpt. So I am trying to find out is there anybody in 
your shop to whom we can say here is somebody who knows more 
about farming than he does about automobiles? 

Mr. Linprer. May I say this first: That we do rely on the Depart- 
ment of Agriculture for our basic information and our understanding 
of the problem just as we rely on the Department of Commerce. 

Senator Munpr. Correct. But you do not accept their counsel. 

Mr. Linprer. We do accept their counsel provided their counsel is 
one which we think in the light of all the evidence they are able to 
bring to bear, is not inconsistent with the totality of what we consider 
is our interest in the foreign field. 

Senator Munpr. My precise field is that in this totality you have 
& great vacuum in your shop so far as the farmer is concerned. If 
you do not have a vacuum if you would give me the name of the indi- 
vidual that I could consult with in your Department. 

Mr. Linprr. May I make the second point? The second point I 
will use a business analogy, if | may. You know a good deal about 
business and you know that you find various large corpcrations headed 
by men, many of whom have come up in that business, some come up 
from the sales department and become president, some are production 
engineers and become president, some advertising men become presi- 
dents, sometimes the comptroller becomes president. Sometimes 
counsel for the company becomes president of the company. 
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[ just happened to be tapped on the shoulder one day and ask , if I 
would give up my business to come to work in W ashington. said 
if there was a job to be done that was « ‘onstructive I would be vine to 
do it, and I thought this was one It ] t hs appens that my Seaiaien 


experience has been not in the field of agri: ioultage My successor may 
well be somebody who was chosen cas North Dakota who will 
know a great deal about the problems of wheat and may not know 
very much about the dairy industry, but he may have agriculture 
born and bred in his bones, which I am frank to admit that I have 
not. 

I might say, however, that I have a small farm, but that I would not 
suggest that that qualifies me to talk about agriculture 

Senator. Munpr. Dean Acheson is also a farmer on that basis. 

Mr. Linprer. I submitted, sir, that I did not claim to know a 
about it on that basis. 

Senator Munpr. I am not quarreling with the fact that the man 
they tap on the shoulder to be the top man in the economic division 
of the State Department, is an industrialist or investment banker or a 
businessman, but I am honestly trying to explore—I do not know 
how large a shop you have—but if there is somebody there who 
represents the agricultural viewpoint who has been tapped on the 
shoulder while he was behind the plow and brought in I want to find 
out who he is 


nvthing 
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Mr. Linprr. There is not such an identifiable person and we do 
rely on the Department of Agriculture 

Senator Munpr. Do you not think it would be helpful to you, and I 
am sure it would be helpful to us, if there were such an individual in 
the Economic Affairs Department of the State Department, because 
it is confusing and difficult for a committee, confronted with a problem 
like section 22 or section 104, to vet one kind of eco insel from the 
Department of Agriculture and a different type of counsel from the 
Department of State, all a0 of the same Government, part of the 
same country, all very sincere I am sure, but they look at the problem 
with different backgrounds, differe nt viewpoints, different objectives. 
Each says they consider the totality of it. I am sure they do. But 
there is a point of departure which leads to a difference in conclusion. 

Of course you consult with the Department of Agriculture, and 
certainly most persuasively. This morning Secretary Benson feels as 
you people do about section 22. I would say your consultations with 
him have been most persuasive—I do not think very helpful to the 
farmer, but most persuasive—but his testimony is replete with state- 
ments, both in his transcript and his statement, in answer to questions 
by Senator Thye, repeatedly with respect to section 22, that he would 
give it an opportunity to function more promptly; he would have 
counsel prepare such an amendment. 

The one happy thing that you said today is that the President has 
acted promptly and very constructively to nudge the Tariff Commission 
into making prompt reports, but I doubt if you are going to get them 
because the preceding administration, way back in December 1952, 
asked the Tariff Commission to do something about wool. 

Your assistant said they were still studying wool, but the wool 
continues to come in by one device or another. The taxpayer con- 
tinues to buy the whole wool clip stockpiled under CCC. Nothing 
has been done under any existing organizations to meet that. Itisa 
very genuine problem. 
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Let me swing to something else. The Department of State is 
interested, I suppose, in our interchange of foreign products both 
from the economic standpoint but probably primarily from the stand- 
point of international relationships because that is your particular 
problem; we try to figure out how trade can be conducive to good 
relationships. Do you see any reason why import duties which are 
higher on industrial products and give the industrial element of this 
country greater protection than the farmer, should be more conducive 
to peace than an mport-tariff arrangement which treated the farmer 
and the industrialist the same 

Mr. Linper. Theoretically, I would answer your question that I 
would not see any reason to a that one was more conducive to 
peace than the other. I am not, by that reply, saying that I have 
m se an analysis which accepts the statement that you made, sir, that 
import duties on industrial products were in fact higher than import 
duties on farm products. 

| should like to point out that this business of who has the higher 
duty is a very complicated one. Let me just give you one illustration: 
If you put a quota on 50 percent of the imports and you allowed the 
other 50 percent to come in free, you woule Ladd a statistical calculation 
and you would say there was no duty on this particular product. 
Manifestly, that is a distortion. That comes into the category of 
“‘Nothing lies like figures.”’ 

[t would not be a real representation of the truth, because what in 
fact has happened has been that whether we got revenue out of it or 
not we have arbitrarily said, ‘‘Only 50 percent of what is normal may 
come in.’”” Maybe that would not have come in if we put a tariff at 
this level or that level or the other level. If we do not require a quota 
we say the tariff is very high, but if we do require a quota those state- 
ments are true, but those statements do not reflect all the facts. 

[t would take a very careful analysis—which I certainly have not 
made—to determine whether or not industrial products in this 
country are protected to a greater extent than agricultural products. 
The tariff conce ssions that we have made incident to our trade agree- 
ments have in fact been greater in industrial products than they have 
in agricultural products, 1 not by a very great margin but the fact is 
that greater concessions have been made from our tariff levels of the 
1930's. 

Senator Munpr. You never said anything truer in your life because 
I want to quote you the figures from - analysis which has been 
partially made and is being completed, but these figures have been 
sup yplied to me from the statements of the Tariff Commission, and 
starting in 1933 here is what they show in te rms of evidence: that the 
ratio of reduction in agricultural imports has been 84 percent since 
1933, the ratio of reduction in nonagricultural items has been 68 
percent, so there is a 16-percent spread. 

In other words, the advantage runs to the extent of 16 percent of 
the things the farmer buys as against the things he has to sell. 

Senator Young. On top of that the tariff on traditional goods 
started at a much higher point. 

Senator Munpr. Yes. Mr. Linder has honestly said that the ship- 
ments have been greater under reciprocal trade on the evidence as 
against farm products and industrial products. 





¢ 


km 


repens 





TS OF OE ero 


caren 





FOREIGN TRADE IN AGRICULTURAL PRODUCTS 67 


Mr. Linprr. I am frank to say that I am not familiar with the 
figures that you are quoting but I think you have given me credit for 
something that, from your point of view, I am not entitled to. That 
is to say, 1 amended my statement, because the figures that I have 
before me are entitled “Table 5, United States dutiable imports for 
consumption of agricultural and nonagricultural products for 1949. 
The average ad valorem equivalent of rates of duty’? and so on. 
They show the average reduction for agricultural products was 52 
percent and the average reduction for nonagricultural products was 
55 percent. As | said, they were very close. 

Senator Munpr. Starting from 1933 as a base? 

Mr. Linper. I would assume so. Yes, this is the effect of the trade- 
agreements concessions on the United States tariff levels 

The CHarrMAN. In what category does woodpulp and _ paper 
come? 

Mr. Linper. It is free. 

The CuarrMan. Was that previously listed as an industrial product 
and did it at one time have protection? Iam sure it did at one time. 

Mr. Linper. The ones which I referred to are the dutiable imports. 

Senator Youne. My figures are directly opposite of yours and when 
it comes my turn to ask questions I will quote the figures. 

Mr. Linper. It is difficult to come to a conclusion as a result of this. 

Senator Munptr. Assuming for the sake of this discussion—without 
accepting them as correct—that the figures which I have quoted from 
the Tariff Commission reports are correct, and that the farmer has 
had a 16-percent disadvantage in these tariff reductions, he is operating 
at a 16-percent disadvantage and in the industrial investment business 
16 percent is a pretty good chunk of a percent and if you have got to 
fight that kind of percentage you are whipped, is that not correct, by 
competition? 

Mr. Linper. Well, there is another point again in respect of the 
fivures. | am perfectly convinced, Senator. that these fivures could 
be arranged to prove anything but agricultural duties are specific, 
rather than ad valorem duties and that too distorts the figures. 

Senator Munpr. I am saying that assuming that the figures show 
substantially that the farmer has been steadily operating at an in- 
creasing disadvantage as a consequence of these reciprocal trade 
agreements, that the reductions have been against him and he is with 
a disadvantage frozen against him at the beginning, would you then 
feel that we are justified in saying that there should be a strengthening 
of Section 22 or something to supplant Section 104 in order to give the 
farmer the kind of protection he has not been getting, assuming these 
figures are correct? If they are not correct that is one thing. 

Mr. Linper. I have to ‘think of this, Senator, in terms of the 
whole and I have to think of it in terms of the fact that every dollar 
that is spent for an imported product in the United States must 
eventually be spent for something the United States wants to sell. 
[It cannot be otherwise, just as basic economics, and under those cir- 
cumstances I think it is my job, with a recognition as I do clearly 
recognize, that when you have this kind of agricultural-support pro- 
gram something must be done otherwise you just get the United 
States to spend very huge sums of money to buy stuff that is shipped 
in here while we have a support program at a much higher level than 
the world price. 
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Therefore, I am perfectly prepared to say that something must be 
done about that particular situation. The totality of the problem is 
the thing that concerns me. 

Senator Munpr. Do you agree with what Secretary Benson said 
when he said: 


I am sure the Congress would not enact a statute making mandatory the sup- 
port of the world price of agricultural commodities at 90 percent of American 
parity. Yet that is what the present mandatory supports mean if we do not 


have a readily available and effective method of controlling imports of those 
commodities or products whose prices are maintained here above world levels 


by price-support or marketing-order programs. 


In other words, I think then you recognize that if we are going 
to maintain American farm price levels by one device or another, 
higher than the price that people get for farm products in other 
sections of the world, we either find agriculture supporting the world 
economy or we have to have embargoes or agreements or imports or 
something to keep out that flood of foreign farm products. 

Mr. Linper. We do need some protection under such circum- 
stances, but I ask, in broad consideration with which this committee 
is concerned, that these two points that I have tried to make again 
and again are recognized: (a) that on the whole, American agriculture 
is more concerned with exports than imports; (b) that a careful study 
be made of the price factors in this study on exports of dairy products 
alone; and lastly, that any dollar that is earned by an outsider as a 
result of a shipment into the United States—and I am not talking 
about cheese specifically or milk specifically—must in the final analysis 
be spent in the United States for something else, or relieve the United 
States from having to grant or lend a dollar which we do only to the 
extent that we really believe necessary in our national defense. 

Senator Munpr. We will be glad to give consideration to those 
factors. In return for my part of the bargain will you convey to 
Mr. Dulles or somebody near the top the feeling that at least one 
member of this committee feels it would be a great help in this Republic 
if they would bring into the economic affairs section of the Government 
an agricultural economist to inject this totality of viewpoint which 
1 think is of the utmost importance. 

Mr. Linper. Sir, I shall certainly be glad to do what you recom- 
mend. 

Senator ELLEeNpER. In that connection, I wonder if you have 
specialists for industry? 

Mr. LinprEr. No, we do not, sir. I have tried to make that point. 

The CHarrMan. What do the agricultural attachés do in foreign 
countries? 

Mr. Linprr. They are originally representatives of the Department 
of Agriculture who endeavor to pass information back to us in respect 
of agricultural production and prospect and so forth in the foreign 
countries to which they are accredited, and at the same time I am 
sure they spend a good deal of their time endeavoring to find oppor- 
tunities for the export of American agricultural commodities to the 
countries to which they are accredited, so that I would say broadly 
thev have those two functions. 

They are also concerned with the effect on American agriculture 
of international organizations of one kind or another which may 
impinge on the prosperity or well-being of American agriculture. 
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Senator Munpr. Also, Mr. Chairman, under the point 4 program 
they help make contacts abroad for agricultural specialists from this 
country to help foreign farmers to produce more material to create 
competition with the American farmer. 

The CHarrman. Mr. Stanley Andrews, director of the technical 
assistance program, is here and we will be hearing him some time 
today. 

Senator Hickenlooper, have you any questions? 

Senator HickenLooprr. Yes, I do, Senator. 

Mr. Linder, it occurs to me that while the tariffs are certainly 
important in this question of our agricultural economy and what 
business we transact abroad, but there may be another phase that 
could be looked into in our trade operations and that is the possibility 
of governmental interference at government levels in these various 
countries—places where the government—not ours alone but other 
governments—can attempt to handle business which should be the 
province of private individuals. 

We had some testimony before another committee as I remember, 
from the motion picture industry. Their testimony was, as I| recall it, 
that 40 percent of their revenues, 40 percent of their dollar return 
comes from abroad. The rest comes from their operations within 
this country. 

We asked them how they get their money out. I mean how they 
get the dollars back here. They said they had to go into all kinds of 
businesses. ‘They built ships and they invested in cloth mills and they 
buy stuff here and ship around to this country and finally in one way 
or another they get it back here, sometimes in goods—or services that 
wash themselves out in one way or another 

It seems that we ought to be able to find a device among countries 
either through barter or otherwise, so that all of these manipulations 
that have to vo on between countries before we translate what we have 
to sell into something that comes back here that we could use, some 
device ought to be worked out among countries, to avoid that, because 
every time something is transacted, every transaction of an article in 
the four or five steps necessary to get its return back to this country, 
somebody shaves off the profit. 

I talked to a man just a few days ago who is interested in that kind 
of business. I mean he has products that he is trying to sell and he 
was telling me the steps that he would have to go through to sell his 
product in a certain country and the manipulations they have to go 
through by taking other products and shipping them here and every 
other place, and he said before they get through, 40 percent of the 
price of that transaction both ways was absorbed in fees and compensa- 
tion of one kind or another—shipping charges and everything else— 
whereas if direct transactions could be devised, probably 35 percent of 
that could be saved. I think there ought to be some solution. 

We do not have a double standard anymore. We cannot just go 
back and forth to balance these things. 

Mr. Linprer. We have all the gold. 

Senator HickENLoopER. Be that as it may, we do not have a 
double standard. 

Mr. Linper. You are quite right. 

Senator HickenLoorer. And [ think that is a field in which the 
State Department might well become increasingly concerned, and 
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increasingly concerned in incurring private transactions rather than 
in some cases of which I know when private transactions begin to look 
a little warm then some government agent steps in and says, “Look, 
we will take care of this for you” and immediately the chill is put on 
the deal so far as private operations are concerned. That is just a 
suggestion. 

Mr. Linper. Mr. Chairman, may I comment? 

Senator HickENLoopER. I would be glad to have you comment. 

The CHarrMAN. That is what he is asking for. 

Mr. Linper. I could not agree with you more, Senator, and I can 
assure you that this is possibly one of the major concerns of the eco- 
nomic affairs area and a good deal of the political area of the State De- 
partment. I do know a little bit about the problems of the motion 
picture industry, because I have been the fellow to whom they have 
come from time to time with some of these problems. I think there 
have been some cases where the motion-picture industry has suffered 
the kind of discount that you alluded to. 

Senator HickENLooperR. I was not referring to the motion picture 
industry except as the testimony came in in regard to another matter. 


Mr. Linper. There is a great distance to go, but this problem of 


convertibility, the problem of trade and payments, is one of those 
things as to which I think the old remark that “I haven’t enough time 
to be brief’’ is very true, because it is a very complex subject. What 
vou have is a shortage of dollars. That shortage of dollars is in part 
due, among other things, to the fact that people have appe tites—and 
some have appetites for food; I am not talking only about luxury 
appetites—greater than their pocketbooks permit them to satisf 
They have to ration their demands. 

The dollars are regarded as being very sacred to them because the 
governments abroad do sometimes feel that they have to intervene 
because it is more important to their country that they buy wheat 
than it is that they buy cattle, more imporatnt that they buy cotton 
than that they buy motion picture films. At least so it seems to 
them, but I can say in a word that these conferences that we have had 
with our foreign friends, beginning with the British who represent 
the sterling area, and with the French, and the ones with the Germans 
which we just completed yesterday, and this afternoon we start with 
the Organization for Economic Cooperation in Europe which includes 
not only 10 or 12 countries of Europe outside the Iron Curtain but 
includes too the entire sterling area which goes indirectly all the way 
to India and Ceylon and Australia and South Africa. All are aimed 
at this very problem to which you allude. 

How can we readjust the trade and payment situation so that we 
can facilitate trade and not have these problems of convertibility? 
It is going to be a slow and long process. 

Senator HicKENLOOPER. Suppose a person in business has some- 
thing to solve—South Africa, southeast Asia, any place where they 
block sterling—can he not sell that down there, accept sterling for 
it, and then go to England and buy with that sterling? 

Mr. Linpger. The British have made a separate arrangement which 
they call an American account arrangement, and now any English 
man who is permitted to buy ‘“X”’ and pays for it in sterling, that 


sterling is convertible into a dollar so that the American manufacturer 


get his dollar. 
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Senator Hicken.Loorrr. I was not thinking so much about that as 
the situation of some time ago when, even though you sold to a country 
that had blocked sterling you could not use that sterling in England 
because England had blocked its use. That is, England said, “We 
cannot deliver on that sterling. We have got to get dollars.”’ 

Mr. Linper. That still is true in part, because if you sold some 
American product to, let’s say, an Italian, and the Italian wanted 
to pay you in blocked sterling, it would not follow that that sterling 
was convertible into dollars. 

Senator HickENLoopER. Or convertible into goods in Britain, let 
us say. 

Mr. Linper. Again, if the Italian has blocked sterling in England, 
then the British have certain commodities which they are prepared 
to pay against different types of blocked sterling. You have such 
things as security sterling; you have such things as American account 
sterling; you have such things as completely free sterling, and this is 
all rationed purely on the basis that the British have to conserve in 
order to have at least the amount of liberality in payments which 
enables an American manufacturer or farmer to ship to the British 
and get his dollars for it. 

They have to conserve a very limited supply of gold and dollars 
and have to ration the demands made on them for that. Otherwise, 
if sterling were available to everybody and convertible in effect into 
dollars, if it were easier, because of lower tariffs in England, to ship 
an Italian product to the British than it was to ship an Italian product 
to the United States, obviously the Italian would be enormously 
tempted to ship it to England, convert to dollars, and use his dollars 
to buy an American automobile or an American ton of wheat or what- 
ever he wanted to buy. 

Therefore, the British are in a position where necessarily with 
limited reserve—and it is a very limited one—they have to be very 
careful that they are not in effect a focal point for dumping, in an 
indirect way of getting dollars which the Italian could not earn 
directly and I am not speaking of the Italian except by way of 
— 

Senator HickENLoopER. Britain owes these areas sterling and they 
originally blocked it because they could not pay Onc they put restric- 
tions on the speed with which that sterling debt is to be discharged 
either by way of goods or otber means. 

Mr. Linpver. They have, and they have also made provision and 
they have reduced those sterling balances very substantially by a 
gradual process. Most of those debts were incurred incident to 
borrowings of the British to finance some of their war operations 
Large amounts were to India, for example, and they gradually are 
being liquidated. 

Senator HickenLooprerR. Do you have any idea about how much 
blocked sterling there is in the world now in the so-called sterling area? 
I just thought perhaps you might have it 

Mr. Linpger. We do have some ideas in respect of the extent of 
sterling balances and who owns them but I am not at liberty 

Senator HickeNLooper. At one time India was around $12 billion, 
I think. 

Mr. Lrnper. I would say generally that this problem has in very 
substantial measure been liquidated. 
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Senator HickeNnLooper. Do you think this sterling operation, 
blocked-sterling operation, has, in certain ways, materially slowed 
down the free flow of goods in the world? 

Mr. Linper. I think, sir, that all of the currency restrictions have 
tended to do that. I am not specializing on sterling. I am sure that 
they have too, but the real crux of the problem, of course, is that—the 
fundamental crux of the problem is that we are the big creditors be- 
cause we have been more efficient, and we have not wanted to accept 
payment in many ways. 

Senator HickENLoopeR. I have been told a good many times, 
especially the last year, late last fall, in the Middle East and the Far 
Kast, 1 was told by many people in a number of countries there, that 
they had credits at least—that is, for instance, sterling and other 
credits—that they would like to, if they had them free, or if those 
were liquidated, there were many things that they would like to buy 
from the United States. 

Maybe not industrial goods but some agricultural products, for 
instance, and that has put a damper on it, because the credits that 
they have, they have to work them out in this sterling area in some 
way still. 

Mr. LinpEr. To the extent that they have those balances and as I 
say they have been substantially redistributed and liquidated 
beyond their needs—that is that the Indians have them or the 
Egyptians have them, beyond their need for current working capital 
in their normal relations with the United Kingdom and those countries 
own some sterling and will necessarily keep some sterling on deposit 
in London—to the extent that they exceed that normal working 
capital you are quite right, that they do act as a deterrent but I do 
suggest or submit that this is only one and not necessarily by any 
means the major factor in the fact that we do not have as free circu- 
lation as we would like to have. 

Senator HickENLooprr. I have had the feeling that it has been 
an important factor in the past because great areas of the world and 
great segments of the population of the world have been handicapped 
by having sterling credits which they could not work out in England 
and they did not have the extra money to go out and buy and have 
these credits lightened. 

Mr. Linprer. That is the dilemma we are constantly facing. We 
would have urged the British to freeze these things solidly because 
to the extent that they do not freeze them solidly and to the extent 
that they permit the people to use them, it represents a drain or the 
sritish, and that reduces the British from doing the things we want 
the British to do, namely spend money on armaments and divert 
their production facilities in directions in which we are interested. 

While on the one hand we do not want this to happen for the sake 
of trade, on the other hand we do want it to happen for the sake of 
our political and military program. 

The CHarrMan. Senator Thye? 

Senator Turn. I would gladly yield to Senator Ellender. 

Senator ELLenpgerR. No. I have been listening. 

The CHaArrMAN. Senator Ellender proposed that we call on you, 
Senator Thye. 

Senator Ture. Excluding rubber, coffee, and pulpwood, what are 
the other imports of any other major companies to this country? 
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Mr. Linper. There are a great many, sir. Copper, for example, 
is one. You no doubt are familiar with the so-called Paley Commis- 
sion report? 

Senator THyr. Correct. 

Mr. Linper. I would not attempt to quote from memory what they 
are, but the situation in general is fairly clear, and that is that a rela- 
tive independence that this country used to have 

Senator Turn. That is industrial. Are there imports of complete 
machinery of any kind other than industrial machines? 

Mr. Linper. | think we do import fertilizer. 

Senator Ture. Fertilizer is not machinery. 

Mr. Lirnper. No. 

Senator Tuy. What are the types of machines that are imported? 

Mr. Linper. I believe we do bring in some farm machinery. 

Senator Toyz. What kind? 

Mr. Linper. I am not familiar with tractors 

Senator Toye. I am not familiar with those brought in and that is 
what led me to ask the question. 

Mr. Linper. We do bring in some sowing machines. 

Senator TuHyr. A sowing machine is not used in tilling the land. 
They may patch it over a little, but they do not till the land. 

Mr. Liver. If I could understand the direction of your question, 

Senator Turn. The direction of the question is primarily this: 
That in my limited observation of the machines that are brought in 
I have never seen the farmer have any benefit from the imports that 
enabled the foreign country to earn dollars. 

I have never seen it in the type of combine or a harvester or a 
machine of any kind. The farmer is not receiving the benefit of these 
earned dollars in this land, is he? 

Mr. Linper. I would not agree that he is not receiving the benefit, 
I think he is receiving an enormous benefit. 

Senator Tuy. In which manner? 

Mr. Linper. In two manners. In the first place, it is he who is 
more concerned with exports than imports and there are only two ways 
we can export. 

One is to let the other fellow pay for the exports with something he 
can ship into this country, or to give him the money to pay for the 
exports. 

Senator Ture. It is absolutely true, however, that if the industrialist 
has an opportunity to avail himself thereof, whether it be copper for 
his industrial use or whether it be a machine for his industrial plant, 
he has benefited. The individual producer, who must compete with 
a foreign agricultural product, does not receive the same benefit be- 
cause he cannot buy on that reduced price the foreign-made machine 
which he will use in the tilling of the land or in his normal operation. 

Mr. Linper. Senator, I am afraid that I must continue to disagree. 
The farmer is not excluded as a citizen in this country. The farmer is 
buying, let us say, an American tractor. It has a lot of copper in it. 

Senator Torr. To be specific, how much copper? It may have a 
couple of little wires here and there. 

Mr. Linper. No, Mr. Senator. The American farmer gets exactly 
the same as a consumer of a whole variety of products. He wants 
tin for his tin cans, if they still use tin in them—I do not know whether 
they do or not—but that comes in duty free in this country and he 
gets a substantial advantage from that. 
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His whole life is bound up with copper the same as yours is, or 
mine is, sir. He uses an automobile, he uses a refrigerator, he uses 
the telephone, and he uses the telegraph, and he uses a million and 
one other things. 

Senator Ture. The question that we are faced with is clearly 
evidenced in section 104 of the Defense Production Act. 

Mr. Linper. Yes, sir. 

Senator Tuyr. One reason why this Congress, and I as a Member 
of it, found it necessary to impose such a restrictive measure was that 
we found that there was importation of a product directly competitive. 
The State Department and the administration disagreed with the 
restrictive measure of section 104; they wanted a freer trade in order 
that the foreigner might earn the dollar. 

Mr. Linper. That is right. 

Senator Toye. There was only a limited segment of our agricul- 
tural economy that was suffering because of that import, and that 
was the man engaged in the production of fats and oils, whether it 
was dairy products or whether it was other fats from livestock. That 
the American producer could not suffer this competitive product for 
the sake of allowing the earnings of American dollars in this land, 
which the foreign country would use to buy all manner of products, 
which were not related to the producers’ production. If that one 
segment of our agricultural economy such as the dairy producer and 
the producer of fats and oils from the livestock, would have to be the 
one that would suffer loss of his market for the sake of earning the 
dollars, it would not be long until that segment of the agricultural 
economy would be destroyed. 

You did not quite make it clear to me that the imports that came 
into this country were highly beneficial to the farmer and that the 
farmer could suffer a dairy market loss because of the benefits that he 
derived from the imports, because the imports, while they may be tin 
and copper, were not major in his operation cost. 

Senator ELLENDER. Senator, in that connection, may I suggest that 
we import huge amounts of oil, and the greatest user of petroleum 
products is the farmer. 

Senator Toyz. | would disagree with the Senator from Louisiana 
most positively because we have oil in abundance that is being piped 
to us right now from the oil fields of Oklahoma and Texas. 

Senator ELLENDER. I know that but is it not a good thing for us to 
conserve our own resources and get as much as we can offshore, be- 
cause our whole economy is geared to the use of petroleum. This is 
especially true of agriculture. 

Senator Turn. I am directing my questions to Mr. Linder, please. 
The Senator from Louisiana and I can debate this later. 

Senator ELtenpeEr. I thought the Senator from Minnesota wanted 
to bring out all of the facts relating to exports and imports; as they 
affect agriculture; that is why I raised this question. 

Senator Ture. I will debate the question with the Senator from 
Louisiana without any reservations but I must come back to the ques- 
tion. 

Mr. Linder, what we are faced with is a difference of opinion between 
you and the Secretary of Agriculture on the question of section 104 
and section 22 and therefore I must try to develop this. The Ameri- 
can producer of agricultural products and fats and oils must have a 
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restriction against the imports if we are going to have an eifective 
farm support program, because you cannot hold an umbrella, in the 
mechanics of farm support programs, over all the world. 

Mr. Linper. Senator Thye, first | do not think there is a funda- 
mental difference between the Secretary of Agriculture and me. My 
position is perfectly clear. It is that you do need something of the 
nature of section 22 

I hold to the opinion that with the President’s action vesterday 
and incidentally that action, although it happened to coincide with the 
day on which the Secretary of Agriculture testified —was not caused or 
affected in the least by the Secretary of Agriculture’s testimony 

That is to say, I think the President had made up his mind after 
careful consideration of this matter to direct the Tariff Commission 
to take action. Now L agree, and | hope I have made clear, that some- 
thing needs to be done, as long as we have this kind of support pro- 
gram, to protect us against buying the whole world’s supply if we are 
going to maintain prices higher than the rest of the world maintains 

So much for that, but going back to your more general statement, if 
I may make a comment or two, I would just like to say again that the 
farmer is a citizen, the farmer pays taxes—and I am talking about the 
farmer generally—the farmer would be hurt very, very severely as I 
said in my statement if the acreage devoted to the production of 

agricultural commodities, which we find is necessary, represents the 
agricultural area of the total " the southeastern States, it is no 
insignificant matter to say that 40 percent of our cotton needs to be 
exported or 40 percent of our *s t and our rice needs to be exported 

While I have, and I have indicated that I have, the greatest sym- 
pathy for the peculiar problem of 7 dairy farmer, in this case I say 
that, if this committee is concerned with agriculture as a whole, and, 
if you will, the well-being of our set as a Whole, it must take into 
account the position of agriculture as a whole and our whole cou 
and I say that we cannot balance our trade, if you will, on the basis of 
the series of devices such as 104, because if we do I think that will spell 
the difference between prosperity and depression in this country 

I think that we could hurt ourselves very, very substantially if we 
did not provide the dollars or provide the opportunity to earn the 
dollars, and if we are going to continue to give them away I need not 
tell you, sir, what the consequences of that will be in the long run. 

Senator Ture. It is true, however, that the greatest threat, with a 
free exchange of goods, is that many countries would like to take 
advantage of our market under the price-support program. Take 
cheese for example. 

That could come from Switzerland, it could come from Denmark or 
other Scandinavian countries. That kind of competition would have 
a tendenc v to absolutely destroy our dairy enterprise. 

Then you have Polish hams, Danish hams, which could in a sense 
depress the pork market here and bring about malnutrition in other 
countries if our prices are maintained by a high support that holds 
them above a world market. 

Mr. Linprr. I would agree, sir, that specific facets of our agricul- 
tural and our industrial activity may require protection. I would say 
generally, however, that I have great confidence in the ability of the 
American farmer, despite his high standard of living and his high 
standard of wages and the American industrialist, to produce competi- 
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tively with anybody in the world, and I do not fear that type of com- 
petition nearly so much as I fear the restrictions that 104 represents, 
because 104 has an impact on our international relations, and a serious 
impact on our international agreements. 

We have been faced with specific retaliation and we have had some 
small retaliation and we in the State Department have done our utmost 
to minimize retaliation as a result of the passage of 104. 

If I had to choose between the two, of taking the risks of inadequate 
protection for every American industry or every segment of American 
agriculture, or the few that really needed it, and a complete protection 
| would ss LV that this country woul l be infinite ly worse off if we went 
in as a totality for this complete protection because the result of it 
must be that you balance your trade—unless, again, you are going to 
give away the dollars—you balance your trade at a lower level, a level 
far below the productive capacity of this country and that spells 
depression. 

The CHarrMAN. Mr. Linder, is it not a fact that since section 104 
was first enacted, that imports of dairy products into this country 
have shown a very large increase, that the quotas allowed are in fact 
greater than the amount of imports which were coming into this 
country before 104 was legislated, and is it not also a fact that ex- 
ports of dairy products from this country to other countries has gone 
down from up—lI will not undertake to give the figures because I do 
not have them—down to a comparatively minor percentage of what 
these exports were just a few years ago, so we cannot say Section 104 
is total protection or anywhere near total protection when under 104 
you have 50 million pounds of cheese coming in, far more than was 
being imported before Section 104 came into the picture. 

Senator THyr. Section 104 was not a positive embargo. 

The CHarrMan. That is also true of powdered milk? 

Senator Toys. And section 104 did what section 22 had failed to do. 
Failure on the part of the administrators to exercise what section 22 
provided, made it mandatory that we do something to prevent the 
absolute destruction of the dairy producer and the producer of fats 
and oils, because you could not have cargoes of butter coming in from 
New Zealand and from the Netherlands and Denmark, but what there 
was a positive threat to the entire production of butter and cheese. 

Mr. Linpger. Senator Thye, I could not agree with you more, and 
I have said I think several times, some sort of protection is necessary. 

If [ may, Mr. Chairman, just say a few things in respect of your 
comments. I understand the siesta to be this: That on a dollar 
basis our exports of dairy products have consistently exceeded our 
imports by a wide margin since 1940. 

It is true that recent imports on a dollar basis have been considerably 
above the extremely low level of the depression thirties, but this has 
been due entirely, as I understand it, to sharp rises in import prices in 
the postwar years. 

The CHArrRMAN. I was speaking of quantities, not dollars. 

Mr. Linprer. On a quantity basis our imports of dairy products are 
noly half of what they were during the second half of the prosperous 
twenty’s when the population and the real income were considerably 
lower than they are now, and our imports on a quantity basis, I believe, 
are considerably below the 1930 to 1938 average. 

The CuarrmMan. When you speak of the prosperous twenty’s I 
think you probably are correct. I do not have the figures. But I was 
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looking over the figures yesterday from, I think, 1935 up to the present 
time and particularly the last few years, and the imports of cheese 
and powdered milk actually increased after section 104 was enacted. 

Mr. Linper. My information, sir, I am sorry to repeat, is that on a 
quantity basis our imports of all dairy products are considerably 
below the 1930 to 1988 average. 

The CHarRMAN. You say 1930 to 1938 

Mr. Linper. Yes. 

The CuarrMan. The official figures I think are 1934 to 1938, which 
makes it a little different. 

If you compare with the 1930 to 1938 average, you get a different 
result than you do comparing 1934 to 1938 but actually the avers 
which will be put in the record I am sure, show that dried milk, for 
instance, in 1950, we were importing only 2'4 million pounds, and mith 
point 4 in effect 2 vears, in 1952 we imported 37% million pounds 

It went up 17 times. On total cheese, I think cheese remained 
about the same from 1950 to 1952, but 1949 imports of cheese were 32 
million pounds. 

In 1951 under section 104, it was 52 million, in 1952 it was 49 
million—it showed a greater increase—whereas exports dropped 
tremendously. 

The exports of cheese from the United States dropped from 79 
million pounds in 1951 to 3,800,000 pounds in 1952. Exports of canned 
milk dropped from 232 million pounds to 126 million. Exports of 
dried milk dropped from 175 million to 101 million 

So according to the figures which are from the Department of Com- 
merce, we have had decided increases in imports of cheese and dried 
milk since section 104 was enacted, and we have had decided decreases 
in our exports of cheese, butter, and dried milk. 

Senator Taye. Since the effect of the high aren in our dairy 
products, our markets here are far more desirable than they were 
prior to the high supports, and, therefore, in the absence of a protective 
measure such as section 104, there was a positive certainty that vou 
would have had a much greater influx of those dairy products at the 
expense of the people who were dependent on the exporting nations 
for some of those fats and oils in their normal trade 

Great Britain wanted fats and oils, and yet the Netherlands and 
Denmark would ship here because our market offered them a greater 
return even when tariffs were paid. We recognized that when we 
enacted section 104, and we did not enact that provision just because 
we wanted a restrictive measure. 

We did it because of the threat to the dairy industry and to the 
livestock producers and we did it because we noted the trend 

Mr. Linper. Senator, that was not the only reason that they 
shipped here rather than to England. I do not deny that that may 
have been a reason, but another very good reason was the point that 
Senator Hickenlooper made a little while ago, namely, they shipped 
here because they wanted dollars and dollars would buy them a 
variety of things, some agricultural, some nonagricultural, but the 
dollars were worth a lot more to them than the sterling because of 
the variety of things that they could purchase with those dollars, so 
that price, while it undoubtedly was a factor, was not by any means 
the only factor, and we in the United States, incident to our defense 
program, in order to maintain, not to increase, and if possible to 
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reduce the level of our aid to these countries abroad, pleaded with 
them. begged them, urged them, to find things which they could ship 
to the United States to earn the dollars so that we just would not have 
to give the dollars away. That is the other side of the coin. 

| just would like to get that out of the way. 

Sonator Ture. In the event that a tractor that would be 25-percent 
less in its cost to the producer had come over here, the producer would 
have hi permitted the imports of the com- 
petitive products in order that he might have had the savings in the 
that he needed in the tilling of his land, but 


had some incentive to have 


purchase of the machine 
that was not the question 
\lr. Linper. He has a great incentive, 


Senator, if you will permit 
“f he cannot sell his cotton then there may be more dairy- 


me because 
ing in the cotton area 

Senator THyE. You are not exactly familiar with the cotton pro- 
The cotton producer is not going to putina dairy herd in some 
you can rest assured of that, but if the dairy 
farmer Ot % nited States is going to lose his 
market in order that the other man in another section of the United 
States may export cotton, it hehooves that dairy farmer to step up, 
and sav: “Now I can suffer a certain loss in my market, but | am not 
going to suffer the entire market loss and the destruction of my 
business for the sake of exporting a few more bushels of wheat and a 
few more bales of cotton.”’ 

\ir. Linper. Senator, I do not think it was a question of just a 
few more bales. It was 40 percent | am not suggesting, nor have 
I suegested, that the dairy farmer was not entitled to some substan- 
tial measure of protection, but 1 do come back to the fact that the 
dairy farmer gets a number of advantages which are not quite as 
simple as being able to buy a tractor at somewhat less, a lower price. 
not talking about specific machines? 
but, as | 


ducer. 
of the southern sections, 
i f a certain section of the | 


Senator Tuyp. You ar 

Mr. Linper. I am not talking about specific machinery, 
said. he is a citizen; he has to pay taxes and he has to use all the things 
that you and I use. 

Senator Tuyr. And 

Mr. Linper. That is correct. 

Senator Toye. There is involved in his operations the milking 
machine, the harvester machine, and the power machine such as a 
tractor. All of those are the specific items which he uses and only the 
imports of copper go into some of those machines and he does not 
io benefit that you are trying to impress us with. 

Mr. Linper. I beg your pardon, sir. One of the reasons he buys 
his milking machine and tractor at a low price is the fact that Ameri- 
ean industry has built up, W ‘th the aid of its exports, a level of produc- 
tion which has reduced the production cost substantially, and he is the 


a great deal more than you use in many respects. 


derive the b 


beneficiary of that. 
If you reduce the general level of prosperity in this country your 
tractor costs will go up, not down. 
Senator Taye. Your tractor has gone up in the past 7 years. The 
tractor has doubled in cost, and that is what the producer is today 


concerned with. 

If the importation of 
respect, then that centleman could suffer son 
but he has not received any relief in the industrial cost of 


the machine could give him a relief in that 
1e imports of a competi- 


tive product, 
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the machine that he purchases, whether it be milking machine, cream 
separator, or hay tool, all of which go into the production cost of his 
product. There is the great danger to a certain segment of 
agricultural economy. 

Mr. Linper. I am afraid, sir, you are discounting the effect on our 


general level of prosperity and our general ability to produce cheaply 

Surely tractors have gone up rhe whole world price level has 
changed. It is not peculiar to the United States or any ot} coun- 
try but within that price level—and dairy products have gone up 
substantially as well as we all know—within that level, whatever it 


may be, whether it be up here or down there—the dairy farmer does 
get substantially, while not so specifically that you can poll » the 


tractor that he buys or the mil ing machine that he buys, but I think 
very genuinely In that respect, all ot the advantages that we all get 


as a result of a high level of economic activity in this country. 
Senator Tuyr. Mr. Chairman, that is all the time that | 


The CHarrMAN. That is all we have time for. We thank vou, Mi 
Linder. The committee seems to have pian ed more work thi 
could do this forenoon, and we have not heard the other two Lnesses. 


We had planned to ask permission to hear Dr. FitzGerald at 1:30 
this afternoon, because he may possibly have to leave the country 
shortly. However, I understand that one of our colleagues is object- 
ing to any committee meetings this afternoon. Therefore, we will 
hear Dr. FitzGerald as soon as we can 

Stanley Andrews advises us that he is to be in this country for a 
couple of months. We certainly want to get the benefit of his knowl- 
edge and advice on this important question, and will plan to hear him 
at as early a date as we can mutually agree upon. Both Dr. Fitz- 
Gerald and Mr. Andrews are experts in this field. So we will hear 
them later and we will have to recess this hearing at this time 

On April 14, President Allan Kline of the American Farm Bureau 
Federation, is scheduled to appear in this room. 

(Whereupon, at 12:15 p. m., the hearing was adjourned, subject to 
call of the Chair.) 
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TUESDAY, APRIL 14, 1953 


Unirep States SENATE 
CoMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D. ¢ 

The committee met, pursuant to call, at 10:10 a. m., in room 324, 
Senate Office Building, Washington, D. C., Senator George D. Aiken 
of Vermont presiding. 

Present: Senators Aiken (chairman), Williams, Johnston, and 
Holland. 

The CHarrMan. The committee will come to order. We are con- 
tinuing our hearings today on the subject of exports and imports, 
and the effect on the American farm program. We are very happy 
to have with us this morning Allan Kline, president of the American 
Farm Bureau Federation. 

Mr. Kline, will you take the seat there and we are looking to you 
as well as to others to help find a solution to some of our perplexing 
farm problems—bow we can maintain farm programs, good prices 
in the United States without attracting the world’s supply of com- 
modities, some of them competitive with our own; how we can main- 
tain our own exports, particularly of those things in which we have 
been growing surpluses; and several other questions 

We know from your wide experience in national and international 
agricultural affairs you can make a valuable contribution. So if 
you will proceed, I am sure the committee will listen attentively. 


STATEMENT OF ALLAN B. KLINE, PRESIDENT, AMERICAN FARM 
BUREAU FEDERATION 


Mr. Kurne. Mr. Chairman and members of the committee: There 
is a statement which has been furnished to the committee. Copies, 
I think, are before you. This is rather a long statement. With your 
permission, if I could make just a 7- or 8-minute oral statement and 
then we could have questions, I could cover the major points. 

The CuarrMAN. You are the only witness, this morning, Mr. Kline. 
We do have a meeting of the Senate, 1 understand, at 11 o’clock. 
Nevertheless, we have approximately an hour to discuss this situation 
with you. So why do you not go ahead with your statement. 

Mr. Kune. Mr. Chairman, I think it would be best to do this 

rally, but to call attention to the major points as I do it. 

The Cuarrman. We will incorporate in the record your statement 
at this point. 
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STAT ENT FILED BY LLAN B. KiIne RESIDENT MERICAN FARM BUREAt 
STATEMENT | \ B. I 7; =.’ I B 
FEDERATION 


rtunity to appear before your committee t»% express the 

views of the American Farm Bureau Federation with regard to the important 
subjeet of trade 
In your announcement with regard to these hearings vou indicated the desire 
of the committee to study agricultural exports and imports and their effect on 
m programs With your permission we would like to first deal with 








the broad aspects of the problem, because we believe that trade is important to 
all seoments of our economy No economic group can lor g prosper without 
the total economy being prosperous. We shall deal later with exports-imports 
as related to agriculture 

We should consider the problems of trade in the international economic and 
political setting we find ourselves in the world today I think this is very well 


expressed in the policies of the American Farm Bureau Federation as adopted 
by the official voting delegates of the member State Farm Bureaus, at the co 
vention last December. 


‘The challenge to America is to exert the necessary leadership for successfully 





directing its capabilities to the maintenance of freedom and peace. The United 
States must demonstrate to the world that a dynamic, expanding, competitive 
capitalism is the true way to the more abundant life that thoughtful people 
everywhere are seeking For capitalism to be dynamic and expanding, capital 
must be allowed to flow free] This requires world trade and world investment, 
vith governments involved encouraging private investment and stimulating 


trade as an outlet for the increasing productivity of the world’s farms and factories. 
This approach requires systematic abandomnent of policies directed toward 
restriction of the production and distribution of goods and services throughout 
the free world. 











Our policies in the international field are based on these economic considera- 
t10 

1) There is no change in the ambition of Communists to dominate the world 
They seem to be placing somewhat greater reliance on economic and subversive 
mi ds than on military meat hing their ul ate objectives, at 
least for the time being 

2) With | than 7 percer population and about half the 
world lustrial production, ¢ States detense against the Com- 
n I ( ae long economic and tense arra - 
mie h tl nations of the tree world 

3) Such arrangements must recognize the vital economic needs of all nations 
so joined together {he economies of our industrial allies are not complementary 
The cannot live and prosper in a market limited to trade among themselves 
Che ( by ( 1 togethe in an enduring defense arrangen t o1 if the great 
indu il and other cooperating nations of the free world are made mutually 
benefit r partners in an expanding free world economy 

() international economic relations are one of the foundations of our national 
secu and domestic prosperity. Our national and agricu ‘al economies depend 
( ( rts and imports to prosper Friendly nations ewise depend upon 
imports of the same products to live and prosper and must have exports in order 
to pay for those imports. This is the basis for mutual and concerted action among 
free nations lo endure, these relations must be based on sound economic 
cooperation and the maintenance of self respect It requires a relationship based 
on trade, not aid Both industry and agriculture must share the responsibility 





for proper balance of Imports and exports 

Another important consideration is that the pattern of world trade, particularly 
in agricultural commodities, has changed since World War Il. 1 would like to eall 
to your attention the world maps that we have appended to this statement, which 
illustrate this point See charts 1 through 5 It can be seen from this material 











that t food deficit countries have two primary sources of food the Dant 
Basin area (now behind the Iron Curtain) and North America 

It sa fact that Western Kurope depends on imports for one-third of its present 
food supply ‘They also have to import all of their cotton and most of their tobacco 
from outside sources These people, particularly in Western Europe, will seek 
sources 0 ipply for their food and fiber in order to meet their requirements. 
With these two primary sources of supply, it seems to us that it is to our advantage 
in America, both economically and politically, to continue to export our food 





and fiber to these free nations in Western Kurope and other parts ol the world 
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tries in Western Europe 


material supply from the Ir 


Already there are evidences accumulating tl 
as well as Asia are seeking their food and r: 
Curtain countries. Because Western Europe is unable to earn suffi t dollars 


the cour 








through exports of goods and services to the | g tot 
Tron Curtain countries for agricultural products : rial rl 
Communists are willing to trade these goods Puis 
kind of trade relieves the manutacturing capac 3 t 
build war material It aggravates our problet s und 
price declines in our market. Perhaps one of ct f . 
problem is that it tends to drive an economic \ 
United States and other free nations, and tl ation for 
our collective security. 

The United States is spending up billi annually in rearmament 
both at home and among the free na orld. These nations are drasti- 





‘ally affected by the policies we pursue with regard to this most important matter 
of trade in our international relations 

Avriculture has a vital interest in the maintenance and expansion of our foreigt 
outlets. I think this is best illustrated by the chart which shows the percentag 
of our production of selected commodities that went into export trade 1951 
(See chart 6. As shown by these figures, we exported about 41 percent of our 
cotton production, about 48 percent of the wheat, over 55 percent of the rice, and 
more than 25 percent of our tobacco productior 

The vital importance of exports to agriculture can be further illustrated by the 
fact that we export the production from 1 out of ever 10 crop acres If we should 


have to take out of production the millions of acres now being devoted to pro- 
duction for export, this land undoubtedly would be shifted to the production of 
other commodities such as dairy products, beef cattle, fruit and tal poultry, 


and other products. This in turn would create an oversupply of these commodities 

















and endanger price and income of these producer Thus, the ma a or a 
high level of exports is of great Importance to all agricultural pr 1ucers 

Over 2% million workers outside of agriculture currently are emploved in the 
production of industrial items for export The income thes orkers receive 
from the production of export goods makes an important e on to tota 
domestic purchasing power for the goods of both as ture 
agriculture anv substantial loss of export volume would ha ind te 
the need for acreage controls, marketing quotas, and other re ts o roduc 
tior This ultimately would meat <s income for farmers 

The loss of our agriculture export market s not CO! Ss fac \W ud 

il to your attention chart No. 7 appended to this statem«e vhis 3 

t is happening to our export outlets for some of pl pal ag 

commodities You will notice from these figures that our eurre e fo ex 
ports of cotton as compared with 1951 has dee ed oU percent, t a | 
cent, wheat and flour 2S percent, fats and oi 20 percent, and lard 36 perce! 
We believe this decrease in exports is being reflected i t he eduetio n prices 
of these commodities and is affecting the net me to farmers The facts are 
that we are faced currently with programs for acreage restrictions and market 
quotas on many of our export comm if l sis true w regard i 
and possibly eotton in 1954 iffect reduetion of productio! rf hea ul 
cotton may seriously impair the income of an important segment of « total 
agricultural area 

This raises a vital question for many areas with regard to what crops | be 
planted on the acres taken out of production of these export crops 

We eall to vour attention chart No. 8S which shows ‘Cash f: reet cla 
fied by significance of foreign trade in 1951 You will note that trade is vital 
to 20.6 percent of our agriculture and classified as important to a ona 
17.2 percent, making a total of over 37.8 percent of our agriculture income greatly 
depe1 dent on ¢ xports 

Since the end of World War II we have spent some $35 billion in United States 
foreign-aid programs. ‘This just about e« our excess of exports over imports 





What we have been doing in effect is giving away ollars to pay for our excess 
of exports over imports This point is illustrated by chart No. 9 attached to 
this statement which shows that since 1948 an average of 33.5 percent of our 
exports of wheat and flour, 42.7 percent of the coarse grains, 18 pereent of fats 
and oils, 43.4 percent of the cotton, and 47 percent of the United States tobacco 
exports have been financed directly by aid programs 

This does not take into consideration the subsidv under the wheat agreement 
which amounts to about 63 cents per bushel over the 4-year period or a total of 
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about $580 million. We would like to point out that the renewal of the Interna- 
tional Wheat Agreement does not solve the problem of our exports of wheat 
Only about one-half of our exportable supply of wheat is covered by the agreeme nt. 
We must find additional ways for meeting the export needs of wheat. 

Obviously we cannot rotor a to give away the dollars to maintain our export 
outlets. Our customers must be able to earn sufficient dollars, either directly or 
indirectly, to pay for the goods they need to buy from us, and which we need to 
sell them. If we are to maintain a high level of exports we must recognize that 
trade is a two-way street. If we want to export we must be willing to import and 
do the other things necessary to put our trade on a sound basis. Of course you 
understand the trade that I am referring to is much more complicated than the 
United States buying directly from one country everything it has to sell and our 
shipping them goods we have to sell in exchange. The two-way street idea invi- 
sions multilateral trade involving the exchange of goods and services, and encourag- 
ing investments among the free nations of the world 

In light of these facts it seems to us that we have about three alternatives: 
(1) We can continue to appropriate large amounts of money for our foreign-aid 
programs, (2) we can reduce our domestic production, (3) we can, through trade 
foreign investments, the purchase of services, tourist travel and other methods, 
make available to our customers the opportunity to earn their way and continue 
to be purchasers of United States products, both industrial and agricultural. It 
seems clear, and it is the stated view of the American Farm Bureau Federation, 
that the first alternative cannot be permanent With regard to No. 2, reducing 
production domestically, I don’t think we can afford to undergo any drastic 
reduction of our agricultural and industrial production, if we can find a sound way 
of avoiding it. If we follow this alternative in agriculture it means acreage 
control, marketing quotas and other restraints on production, marketing, and 
prices, which ultimately will lead to less income for farmers. We believe ways 
can be found to make alternative No. 3, trade, work on a sound basis and we 
sincerely believe this is the course for the United States to follow. 

The American Farm Bureau Federation has long-established policies and a 
pros n that we believe will assist in finding a solution to the fundamental 
problems before us in the field of international trade. 

We believe that this whole problem of our foreign economic policies, which 
includes exports and imports, must be thoroughly studied and an effort made to 
coordinate the various aspects of the problem. That is our basic reason for rec- 
ommending a congressional bipartisan commission to work with the executive 
branch of our Government in taking a look at the whole problem of international 
economic relations in order to develop sound policies. 

We believe that the proper approach to this problem is through policies which 
will promote a mutually advantageous exchange of goods and services, plus 
increased foreign travel and investment on a multilateral basis. I do not mean 
by this that the American Farm Bureau Federation is advocating a complete 
free-trade policy. This committee is well aware of our position with regard to 
the Reciprocal Trade Agreements Act. You know also that we have aggressively 
favored the effective administration of section 22 of the Agricultural Adjust- 
ment Act in order to give legitimate and necessary protection to agricultural 
products for which domestic programs are operative. We also support the 
escape-clause provision of the Reciprocal Trade Agreements Act which sets up a 
procedure covering not only agricultural but also nonagricultural products. 
These provisions are designed to give adequate protection to the proper interests 
of both industry and agriculture. We believe that these laws if properly and 
vigorously administered will give the needed protection from imports without 
jeopardizing our real _ rest in expanding trade. 

While we sincerely believe that the best interests of agriculture, and in fact 
our entire national economy, require that we refrain from maintaining unneces- 
sary restrictions on foreign trade, we also recognize that the United States cannot 
solve trade problems alone. Other countries must learn to compete in the 
American market. We compete among ourselves here, at home, and we com- 
pete with foreign producers in export markets. In fact the competitive nature 
of our American economic system is one of its strongest characteristics. In some 
other espe or competition has been suppressed by cartel arrangements which 
fix prices and allocate markets. If, however, we are to expect other countries to 
make the adjustments necessary to find a competitive place in our markets we 
must follow consistent trade policies. In other words we must avoid the prac- 
tice, we have been following, of encouraging people to enter our markets only to 
meet restrictive action when they get into a position to sell here. 
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We know that this committee will give consideration in its deliberations to 
reconciling the relationship of our domestic agricultural programs to exports and 
imports in the best longtime interests in agriculture. I realize that this is not 
the subject of these hearings and we have no intention of discussing the details of 
our domestic agricultural program at this time, but I would point out the fact that 
the type of programs we adopt domestically affects our position with respect to 
international trade. 

From the standpoint of agriculture, the need to make progress toward a solutio1 
of the international trade problem is immediate and urgent. Exports of severa 
important farm commodities are running substantially below the level of a year 
ago. Supplies are piling up 








Pending the outcome of the studies of the bipartisan commission, which I referred 
to a moment ago, the following interim recommendations are proposed 

1. Extension of the Reciprocal Trade Agreements Act for 1 year, on the 
following conditions: (a) That immediate action be taken to negotiate reciprocal 
reductions of United States duties in excess of 25 percent ad valorem in returt 





for concessions to be obtained from other nations; and (b) that procedures be 
established for prompt actions under section 22 and the escape clause—actior 
within 25 days for perishables and within 120 days for storable commodities 

with authority given to the Secretarv of Agriculture to take interim action to safe 
guard producers pending outcome of Tariff Commission study and Presid 
action; and (c) adequate staff and appropriations to the Tariff Commissior 

2. Modify ‘‘Buy American”’ policies to enable allied nations to increase their 
dollar earnings 
3. Customs simplification: Early enactment of legislation to simplify customs 
procedures to facilitate imports. 

1. Export credit needs: Authorize Export-Import Bank to accept as collateral 
nondollar currencies in escrow under bilateral commercial agreements in order to 
finance exports until imports are received in the United States 

5. Offshore procurements: Provide opportunity (in all military and foreign 
appropriations measures) to our allies and other friendly countries to earn dollars 
with which to buy their needs in the free world. 

6. Mutual security program: Should devote its primary effort to developing free- 
world economy. Prime reliance should be placed on private capital and expanding 
private trade to do the job. Mutual security should emphasize trade, not aid, and 








look to early liquidation of its operations as soon as trade has expanded sufficientl) 
The United States should accept payment for goods made available through this 
program in the most convertible currencies, and such currencies should be used by 
the United States (a) for loans to increase production facilities and increase inter- 
national trade, and (b) to take care of United States obligations for cooperative 
defense establishments, maintenance of United States troops abroad, stockpiling of 
strategic materials and other United States Government expenditures abroad 

7. Technical assistance to underdeveloped nations to be continued and improved, 
but administered by one agency as an American program with its own budget 

8. International Wheat Agreement: Renewal of the present agreement provided 
subsidy costs can be reduced and reasonable price schedule is obtained 

9. Strengthening Office of Foreign Agricultural Relations through reorganizatior 
of its functions and services, assigning full responsibility to the Secretary of 
Agriculture for selection and supervisions of agricultural attachés, increasing the 
number of commodity specialists abroad and giving them diplomatic status, and 
providing adequate staff and funds to carry on work of this organization. 

It is not a problem which can be approached piecemeal or on a commodity 
basis with any sound expectation of success 

In view of all these circumstances it is imperative that we exert our full leader 
ship toward expansion of our export sales on a sound basis which will make a vital 
contribution, not only to agricultural welfare, but also to national and international 
welfare. 

We are delighted with the interest this committee is showing in agriculture’s 
foreign-trade problems by conducting these hearings. We stand ready to assist 
you in any way that we can to work out solutions which will be consistent both 
with the welfare of agriculture and the national interest. 
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U.S. EXPORTS OF SELECTED AGRICULTURAL 
COMMODITIES AS A PERCENT OF PRODUCTION 


PERCENT 
oO 
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(See p. 44 for graph showing United States value of total ‘agricul- 
tural exports, 1951, and p. 45 for graph showing United States value 
of total agricultural imports, 1951.) 


2 LD REIE TS 


PREIS ET Ea In Om 


PENT? RENEE 


FOREIGN 


TRADE 


IN AGRICULTURAL 


PRODUCTS 


95 


Quantity of principal United States agricultural exports, July-December 1950-52 





July-December 1963 « anpared 
: Unit of with 
Commodity 
measure 
50 1 1952 1950 195 
Million units Percent 
Cotton and linters Bales 2.3 3.2 1.6 30 50 
Tobacco, unmanufactured Pounds 311 55 233 25 34 
Grains L. T.? 6.3 8.9 7 +16 18 
W heat and flour Bushels 118 220 158 34 28 
M illed rice Bags 6.9 s 8.2 +19 5 
Corn and meal Bushels 2 38 7 +10 +50 
Barley grain do 1 15 2 100 1-73 
Grain sorghums do ’ 29 ) 87 x3 
Fats, oils and oilseeds Pounds 1, 000 76 1, 024 2 20 
Lard do 171 BM 230 +34 6 
Tallow do 273 241 536 3 +39 
Seybean oil do 119 256 8 18 ~62 
Soybeans Bushels l ) 16 +45 77 
Fruits 
Oranges, fresh Pounds 194 284 277 +43 3 
Apples, fresh do 49 RS 3 33 61 
Prunes, dried do 51 37 44 4 y 
Raisins do 64 6 O4 +47 5 
Beans, dry ripe do 117 166 186 59 +12 
Dairy products 
Cheese do 45 40 2 We) 95 
Milk 
Evaporated do 62 93 52 t 44 
Condensed do 13 12 s 38 33 
Dry, whole do 32 29 20 18 31 
Nonfat, dry do 111 22 28 75 +27 
Pork do 3] 45 44 +41 2 
1 Percentages based on rounded figures 
2 Grain equivalent of principal grains and products, including rice 
8 Oil equivalent (crude basis through 1949; crude and refined basis, 1950-52 


Nots.— United States exports of many major agricultural commodities suffered drastic 
6-month period, July-December 1952, as compared with the high level of exports during the same period in 
1951. For example, United States exports of cotton declined 50 percent, wheat and flour 28 percent, tcbacco 
34 percent, lard 36 percent, soybean oil 62 percent, and all fats, oils, and oilseeds 20 percent, apples 61 percent, 
cheese 95 percent, evaporated milk 44 percent, condensed milk 33 percent, and dry whole milk 31 percent 


declines during the 





A few commodities showed increases 
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Cash farm receipts classified by significance of foreign trade, United States, 1951 


Commodity 


Cotton... 

Wheat _. oats 
Dried whole milk _-.__- 
Rice wae 
Inedible tallow. s 
Dry field peas............-. 
Grain sorghum.._- 
Soybeans 
Rye 
Tobacco 
Hop 


Lard. 


otal 


Dry edible beans 
Nonfat dry milk solids 
Peanuts. 

Barley 

Plums and prunes 





Condensed milk 
Grapes and raisins 
Cottonseed 

A pric 

Ev ted milk 
Cheese 

Or ‘ ies 








Total export commodities 


ULTURAL PROD 


Ill. AGRIC 





TRADE 


IT, 


Con dity 
Animals and animal products: 


Live meat ils 
Meat 

Dairy products not 
Poultry and products n 


401m 


lict 
Listec 

















ind meat animal product 


Other animals and prox 
Other animals and products not cl 
Food grains not listed elsewhere 
Hay and feed grains not listed elsewhere 
Vegetables and prepar ns not li l 
Vegetables and preparations 1 fiat 
Fruits and nuts not listed elsewhere 
Fruit and nut preparations n ifial 
Oilseeds and products, vegetable fat 
elsewhere ‘ 
Oilseeds and products, vegetable fats and 
able_._. ‘ 
Miscellaneous vegetable crops and produ 
Miscellaneous vegetable crops and produ 
EE cncinintaimnnmniipein 
See footnotes at end of table, p. 98. 
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ish farm U1 : Ex 
"19511 Percent export 

f total 195] 
(1,000 1 OO 
dollars (1 ,UUU 1¢ 
lollars) doliars 19 





TRADE 


Cash farm 
receipts, 
19511 (1.000 
lollars) 

113, 032 
2, 419, 728 
] 0, 464 





1, 557 
351, 56 
1, 599 
vt i 

O58 
QS2, 237 

issifiable 
7, 142, 88° 








2, 474. 985 7. 58 1, 138, 384 
1, 678, 291 5.14 3 998, 226 
438.613 -12 34. 039 
192, 393 59 95.012 
67,075 
12, 337 . 04 5, 846 
134, 159 - 41 97, 705 
770, 408 2. 36 5 201, 709 
23, 485 .07 11, 604 
1, 186. 918 3. 64 325 mR 
31, 733 10 , 270 
6 195, 186 60 132, 110 
6, 738, 508 20. 65 3, 119, 508 
EXPORTS, IMPORTANT 
118, 457 46 18, 8453 
10 l 
161, 200 49 2, 640 
205, 791 63 71, 401 
50, 533 16 7, 928 
#350, 034 09 6. 506 
134, 82 11 19. O82 
37 4, 2 ied 2 24, 67 
- . 9 { 4 We 
4940 7 4 O1F 
4441, 901 1.3 3 
291. 448 68 13 31,8) 
49, 239 l 6, 694 
64, 7 0 4 7 
245, 204 9, 770 
U6, 229 t 4 ) 1 
1, 048, 211 l 4 207, 87 
116, 69. +, 066 
766 
2, 249 
620. 979 545 ’ 








8.3 
9 
8.9 
7.4 
9 
7.0 
6.9 
4 
4.2 
: 
1 





IM} 


of total} , 
i 
4.0 
12 
4.51 
19 
1.08 18, 454 
919 
l R79 
21, 022 
04 56 
14, 311 
3. O1 9, O51 
71, 646 
52 ) 270, 816 


I. EXPORTS, VITAL (OVER 20 PERCENT OF PRODUCTION EXPORTED IN 1951) 





on 
1949-51 
average 
39.0 
33.5 
3.4 
42.6 
33.3 
). 6 
29.5 
5.1 ; 
26. 6 
5. 1 
26. 1 
22.0 
e @ 
1 
0.8 
4 
» 
1.8 
97 
'') 
0 
LANG 
United 
Stat § 
import ' 
r cor h 
nti ik 
imptior S 
51! (1,000 ‘ 
dollar S f 
¥ 
248, 358 
13. 904 
10 1% 
14, 979 
64. 975 
3 it 
14, 146 
) 
; O1 
18, 03 
2,046 
IRD : 
8 A 
7 i 
62, 000 © 
514, 994 


¢ 
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Cash farm receipts classified by significance of foreign trade, United States, 1951 


Continued 


IV. PROTECTION USUALLY DESIRE BY PRODUCERS 











t ( eh f T 4 
. rect ; | Perc — 
Commodit 108 1.000 | 
r UU ; | 4 1 
s i 
| 
Butter 41,119, 768 3.4 0. 004 07 
Fresh vegetables... 6 710, 695 2. 18 11 1.7 
Potatoes 357, 249 1.10 } 1.1 | l 
Wool and mohair (dutiable 241, 703 74 590, 567 | 182. 2 
Flaxseed 120, 673 7 7 366 6 6 
Strawberries and other berries 107, 8 } 5, 104 97.3 6.9 
s Tomatoes, fresh market 8 119, 67¢ .37 13, 668 10. 1 
Lemons ar limes 40 > 22 
Cherries 39, 416 2 1, 484 $30 91.9 
Walnuts ; 31, 809 .10 3, 485 6.7 3.9 
Almonds 17, 42 .05 3, 200 12.5 9.5 
Olives 9, 965 . 03 0 34, 131 414.2 428. 1 
Broomeorn 14, 334 04 1,814 18.5 8.3 
Figs 8, 491 .03 1,010 5 | 911.1 
Tung nuts 5, 564 02 9, 421 254. 3 354.7 
Filberts 2, 387 l 2, 342 15.1 40. 6 
Total. 2, 947, 535 9. 04 683, 344 


V. IMPORTANT AGRICULTURAL IMPORTS NOT DIRECTLY COMPETITIVE AND 














SUGAR? 
l F rts as pe nt 
( f. ! cine + : : 
f : 
Co I it : . : —= 
\) 
1,006 1949 
i | , AV ; 
if 
2 Silk, unmanufactured PEE Toincccocndaalasuennembenn 
# Carpet wool (duty free 122, 910 
# Coffee 1, 35€ 
Rubber and allied gums 813, 708 
Cocoa, cacao beans, chocolate PEELE Iscdecceccuapleneemmenuaal 
Vegetable fibers except cotton, flax, hemp, and 
jute 125, 169 - . . 
Bananas, plantains SN Be cieclbertpetnean ts kataemanan e 
Tea i . ‘ BLE Inwccce=-sienieewascauunen 
Spices 51, 979 
Nuts and miscellaneous fruits not produced in 
the United States 47,714 oenminits 
Oilseeds, vegetable fats and oils not produced 
in the United States in quantity 189, 837 a 
Drugs, herbs, roots, and miscellaneous vege- 
table products SEE Evuicendcatvcheuanaaan 
Sugar, molasses, and sugar sirups 171,843 | 0.53 419, 880 ih 
Total. 171, 843 . 583 3, 475, 005 soamnendinne 


See footnotes at end of table, p. 98. 
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Cash farm receipts classified by significance of foreign trade, United States 
ontinued 


, 1951 


SUMMARY 


United States 
agricultural 
| imports (for 


Cash farm United States} 
receipts Percent} agricultural 
1951! (1,000 | , of exports, 


QAI 1 consump- 
total ay } tion), 1951 ! 


| (1,000 dollars) 


dollars) 








I Exports, vital 6, 738, 508 20. 65 3, 119. 508 
Il. Exports, important 5, 620, 979 17. 23 545, 329 
Ill. Agricultural products, foreign trade not of major 
im portance 17, 142, 883 52. 55 270, 816 | 614, 994 
IV. Protection usually desired by producers 2 947, 535 9.04 62, 330 | 683, 324 
V. Important agricultural imports not directly | 
competitive and sugar 171, 843 53 | 41, 818 3, 516 823 
Total 32, 621, 748 | 100.00 4, 039, 801 5, 163, 992 


Data for calendar 1951. 

? Calendar year exports or imports expressed as a percentage of (a) the 1950 production of annual crops 
such as corn, or (b) the 1951 calendar year production of commodities such as milk which are produced and 
marketed throughout the year. Quantities exported also include estimates of processed forms. 

’ Includes wheat and flour, macaroni and macaroni products, wheat cereal foods, wheat semolina, and 
wheat feeds and bran 

‘ Cash farm value of dairy products was apportioned according to the percentage the whole milk equiva 
lent of each product was of total milk production: Dried whole milk, 0.9 percent; cheese, 10.3 percent; 
evaporated milk, 5.6 percent; condensed milk, 0.7 percent; butter, 26.1 percent. 

5’ Includes soybeans, soybean oil, and soybean oil-cake and meal 

* Based on the assumption that lard is equivalent to 5 percent of the income from hogs 

‘Includes peanuts, peanut oil, and peanut oil-cake and meal 

* Exports of dried prunes expressed as a percentage of dried prune production were 15.7 percent for 1951, 
and averaged 33.0 percent for the 3 years, 1949-51. 

* Exports are important to raisins and fresh grapes; wine producers desire protection; however, adequate 
statistical data are not available to apportion farm income from grapes among these three important end 
uses 

%” Includes wine 

1! Includes exports of fresh grapes and raisins. Taking only raisins into account, exports of raisins in 
1951 amounted to 26.9 percent of raisin production, and averaged 32.3 percent for the 3 years, 1949-51 

12 Includes cottonseed, linters, cottonseed oil, and cottonseed oil-cake and meal 

§ Includes fresh, canned and juice 

‘ Includes grain. corn meal, corn starch, corn flour, hominy and grits, corn cereal foods, corn feeds, corn 
oil and glucose 

5 Less than 0.05 percent 

6 Cash farm income from vegetables for fresh market was assumed to be 73 percent of the total cash farm 
income from truck crops, which was the percentage that the value of commercial truck crops for fresh market 
for the 1950 season was of the value of commercial truck crops for both fresh market and processing. Excludes 


fresh market tomatoes, potatoes, and sweetpotatoes 


’ Includes flaxseed, linseed oil, linseed oil-cake and meal, and flaxseed screenings 
18 Cash farm receipts not availabk Represents value of commercial crop for fresh market 
Only a rough approximation. From available data, it is impossible to compute an accurate relationship 
between imports and production since the import figures include composites of processed forms and proc 
essed forms for which conversion factors are not available to convert to a fresh equivalent basis 
Includes olive oil 
21 The Sugar Act of 1948 provides protection for the domestic sugar industry up to specified levels of pro 
duction for the different producing areas by authorizing the use of quotas to limit the total amount of sugar 
that can be placed on the domestic market and to apportion this tot il to the various domestic and foreign 
areas which have historically participated in the United States market 


Source: Based on data published in The Farm Income Situation, July 1952, Bureau of Agricultural Ecos 
nomics, United States Department of Agriculture and in Foreign Agricultural Trade—United States 
Foreign Trade in Agricultural Products, Calendar Year 1951, With Comparisons, June 1952, Office of 
Foreign Agricultural Relations, United States Department of Agriculture 
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Mr. Kurne. In the first place, I certainly appreciate this opportu- 
nity to appear before you, and I appreciate the fact that this commit- 
tee has undertaken to study this area and this set of propositions 
involved in whether or not we can maintain in the United States a 
really prosperous agriculture. Incidentally, I am optimistic about 
this. They are, of course, not confined to questions of agricultural 
imports; they are concerned with the whole proposition of foreign trade. 

We have begun our statement with a quotation from the resolu- 
tions, and I call attention there particularly to the statement of fact 
that there is no change in the intent of the Communists to dominate 
the world. We ourselves have something less than 7 percent of the 
world’s population, but have about half of the world’s industrial pro- 
duction; and we are trying to develop with the free{world a really 
sound and operating mutually satisfactory economie setup which 
will be the basis for great strength jointly, and which incidentally 
would be the basis for prosperity in the United States. 

The pattern of world trade has bad a dramatic change since the 
beginning of the Second World War. There is no place where it has 
more dramatically changed than in the matter of international agri- 
cultural-commodity movements. Again the place where this is most 
significant is in the case of food. In cotton, for instance, our exports 
are not too greatly different from exports prior to the Second World 
War. But in the case of food movements there have been extraordi- 
nary changes in the pattern of international trade. 

The largest movements, of course, are to Europe, which not only 
has considerable population—275 million in Western Europe or there- 
abouts; sometimes estimated as high as 290 million—but which also 
has the industrial wherewithal to be able to satisfy a considerable 
number of its wants. 

The production of food in Western Europe is somewhat higher than 
it was before the Second World War, but still on a per capita basis, 
about level. They have not really improved their per capita produc- 
tion. As things are now, and with the level of diet they now have, 
they are dependent for approximately a third of their food require- 
ments on imported food and fiber. 

Then if one —— the sources of these imports into Western Europe, 
one discovers that none of them are in a position to satisfy this 
ordinary demand aa to take up the slack which has been created by 
the failure of movement of goods between East and Western Europe, 
the Iron Curtain countries and others, except in the United States. 

Argentina let its agriculture wane, and they are not a firm basis 
for a source of supply comparable to what they were. Australia’s 
population has been increasing rapidly. The real increase in exports 
to Europe has come from the “dollar area. In this particular regard, 
in the a ar period up to last y Canada increased her exports 
of wheat—which is her one major combi about 10 percent; and 
we ‘ee increased ours 650 percent—the most dramatic change in 
the movement of commodities. 

The question as to whether or not this is wise is an open question 
and not to be fully considered here. From the economic standpoint 
there is no question whether it is wise for Europe to import the food 
or not. We are not talking here about a theory; we are talking about 
a fact. They have to have the imports. There is no question about 
that. Their diets would be much less, and people do not like it 
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when they start reducing their diets, or to have an infirm base for 
food suplies. So from that standpoint it makes sense. 

Now, from the standpoint of our exporting these commodities, it 
makes sense, too. Some people have been worrying about the food 
supply in this country. They are not very well equipped with knowl- 
edge about the agric ‘ultural plant. We cannot only supply improv- 
ing diets in the United States over the foreseeable future, but we can 
also satisfy these export demands as they are and could expand them. 
I think that Karl Brandt is about right when he says we could increase 
agricultural production in the United States 20 percent in the next 4 
years, given the proper incentive. There are a lot of things in agri- 
culture that are ready for use that have not really been pushed simply 
because the incentive was lacking. 

The agricultural plant in the United States is prepared to furnish 


these commodities. I speak now particularly of wheat. The land 
is in production; we have the machinery which has been purchased; 
we have the thing in operation. And if we lose the export, there is 


all this land, machinery, and one thing and another, and it does not 
take a magician to figure out what is happening to the stored supplies 
of wheat in the United States. They look a little ominous if they were 
to continue and we were to continue to lose the export market. 

So from the standpoint of the United States it makes pretty good 
sense. This is purely economic. Look at the political aspects of this 
thing. Kurope Is going to buy the food—going to ury to buy it. J 
start with that. The dic tatorships are saying now, “We have the 
supplies; we are prepared to trade. We are not like the American 
imperialists. We want what you have and we will buy it from you. 

Now, to be sure we have certain minimum requirements of machine 
tools, and so forth, we will have to have some of those in this trade 
that we make; but we have the wheat and we are prepared to trade. 

Then you raise the objection that we do not want to build up 
Russia’s war potential because they are not always so very friendly, 
but the Communists reply that they want these things for peaceful 
purposes; i. e., to keep the Americans peaceful. 

So from the political standpoint this matter of developing and 
maintaining a really mutually satisfactory trading arrangement where 
these agricultural exports are not lost is a perfectly sound objective. 

Not just agriculture is involved in this, nor is agriculture’s total 
stake clearly set forth when one speaks only of the agricultural situa- 
tion. There are estimated to be about 2,500,000 workers in the United 
States who are making things for export which are not agricultural. 
The export industries are, on the whole, industries which pay high 
wages. There would be a considerable loss in agricultural markets 
in the United States if we lost these exports. And the total export 
situation can be rather clearly shown by just noting total imports as 
against total exports. There is involved a $35 billion investment 
which we could lose. 

Some people point out a little hunk of this is covered with military 
exports that we intend to continue anyway. But as a long-range 
proposition I think we should remember that, while we can step up 
investment, and we can step up travel abroad, particularly the invest- 
ment thing requires political arrangements which are satisfactory 
vis-a-vis other countries and they ought to be worked on, in the long 
run, if we want to maintain any large proportion of the $16 billion 








102 FOREIGN TRADE IN AGRICULTURAL PRODUCTS 


that we exported last year as our market, then we will need to enhance 
the opportunity for other countries to earn enough to pay for it. 

| want to state here that it is my own personal observation that we 
are just not able to buy goodwill by giving things away. My own 
observation suggests that the European nations like us a little less than 
they did 2 or 3 years ago, in spite of all the things we have given away 
In the long run you do not moke friends that way. You make friends 
much better by saying to them, “Look, there is a mutually satisfactory 
basis on which we can do this, a basis that will be good for both of us. 
On this basis, let us work this deal out. Certainly we have given you 
$35 billion worth of stuft since the war; at the same time we wish 
to insist that we are not as crazy as vou think we are. We have been 
investing this in your welfare because we thought it was related to ours. 
We do want to work this thing out on the basis of trade, and we do 
intend to profit by the trade.”” You do not lose friends this way. 

So much, then, for this question of whether or not it is wise for us to 
really try to work out a basis for continuing to hold this market. There 
are alternatives available in case we decide to go the other way. 
There are not so very many. We can continue to pay for these exports 
ourselves. Politically it is probably not possible in the United States 
as a long-run thing. It probably does not buy us goodwill, as I noted 
a moment ago, but it is possible; it could be done. 

The second one is that we can just reduce our domestic production 
to what we can sell domestically. This obviously requires some rather 
dramatic changes in the production pattern, because it was built up 
during a long war and a long postwar period in which we feared the 
possibility of war, and we were working on reconstruction, and that 
productive enterprise was adjusted to that market. 

If you readjust—and this is in the nature of about 10 percent of the 
total agricultural production of the United States—you have a very 
considerable readjustment problem. 

Third, you can try to work out better methods of trade, investments, 
purchases of service, tourist travel and other methods. Then we can 
encourage foreigners to try to sell in our market. One thing that 
always rather amuses me is the assumption that, if we would just take 
away trade barriers, the foreigners would immediately sell us more 
than we sell them. We do not think there is any truth in it at all. | 
think the fact of the matter is this is a very competitive market in the 
United States; and if they were going to be able to sell that much more 
in our markets, they would have to be very competitive about it, 
even if the tariffs were taken away. 

So, as far as we are concerned, we do not propose free trade. We 
only propose to direct our efforts toward the freeing of trade and en- 
couraging these people to try to develop some way to sell in our 
market and thereby save our market abroad on a truly competitive 
basis with our own production. 

We have suggested that it would be altogether wise to have set up 
primarily by this Congress, and responsible to this Congress, a Com- 
mission to study this whole trade proposition. The reason we sug- 
gest it is because this Commission would be responsible to this Con- 
gress, in the first place; and, second, because it seems to us that any 
serious study of this proposition will come up with some basic facts. 

Emphasizing the importance from every angle—from the defense 
angle; from the economic solidarity of all the countries upon whom 
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we depend for a strong community of nations; and selfishly, the wel- 
fare of the United States itself—we think that many of these apparent 
facts will dominate the study from force of logic. 

We think it ought to be done. We have suggested that sort of 
thing on a bipartisan basis, with the predominant membership from 
the Congress. In the meantime we are suggesting an extension of 
the Reciprocal Trade Agreements Act; a modification of “Buy Amer- 
can” policies; and customs simplification. [I think this latter one 1s 
one of the extraordinarily important ones because customs ought to 
be directed in their application, in their administration, toward the 
facilitation of mutually advantageous trade; and certainly part of it 
is to have any company which is trying to sell something in this 
country to have a secure basis with regard to the terms on which 
they can import into this country. 

I would note here an illustration used by Mr. John Cole, president 
of the Burroughs Adding Machine Co., in a talk in Chicago where | 
was present a few weeks ago. Some American company built a fae- 
tory abroad and was trying to develop enough volume there to have 
really an efficient mass-production technique. They were selling 
about 12 percent or so in the United States They had a tariff that 
was a fairly modest one. They had gone to the customs authorities 
and discovered at what rate they could import, and it was 15 percent 
or such. 

After 2 years of trading this way, they got a notice one day that 
said this particular classification was going to require a rate 2 or 3 
percent less than they had had in the past, but that they had been 
reclassified, and that this particular item was going to carry a rate 
175 percent of what it had been. By that time they had sold all the 
commodities. 

Now, people are not going to try to tailor things to the wishes and 
abilities to buy of the American people. They are not going to invest 
capital to build plants and hire labor, and so forth. They are not 
going to be very secure in this operation if 2 years later they are apt 
to get a new classification from the customs officials. 

It seems to me fair to say that we ought to resurvey these customs 
classifications and customs administration, and we ought to turn it 
around on the basis of facilitating mutually advantageous trade. 

Then we have the matter of export credit needs. This is a matter 
of authorizing the Export-Import Bank to accept as collateral non- 
dollar currencies in escrow under bilateral commercial agreements. 
There is quite a lot, I think, that can be done in the insurance field, 
likewise, where there is need for filling the pipelines in international 
trade and there is very great difficulty at the moment in getting 
insurance against political hazards on inventories in foreign countries. 

As to offshore procurements, we think it is a good idea to have 
foreign countries, especially in this military proposition, buy in other 
markets; and of course when we furnish the dollars, it gives them 
dollars with which to buy in our markets. This emphasizes a point 
I made a while ago that even though some of these exports are military 
does not mean they should not be added in to what is essential for 
sound trade. After all, if we are going to get our money’s worth out 
of our exports, we need to be interested in sound two-way trade. 

Other things we have mentioned are technical assistance to under- 
developed nations, the International Wheat Agreement, and strength- 
ening of the Foreign Agricultural Service 
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There is included an especially interesting bit of work that was 
done by our staff. It is not perfect, but it is the best thing I know 
of that tries to list agricultural export commodities on the basis of 
significance as related to cash farm receipts in this country. It is 
No. 8 in the appendix of materials. I shoula call attention to all 
these materials, but I know you will look them over. Here you will 
find exported cash farm receipts from exports in this country in 
dollars and cents as a percentage of total cash farm receipts. 

It lists United States exports in 1951 and exports as a percentage 
of production. You will note these very important commodities— 
cotton, wheat, especially in this first one, but a lot of others. Then 
go over to the next to the last column and you will find the percentage 
of total production in the United States which was exported. The 
lowest percentage there is 24, and the highest one is 51. The highest 
one is on the one that has the most money involved $2,500,000,000; 
and the total billions of dollars of cash farm receipts from cotton was 
7.6 percent of the total for all farm commodities 

This chart gives a direct insight into the magnitude of the adjust- 
ment program involved if we do not manage successfully to maintain 
agricultural exports. 

I would go back and emphasize only one point, that this thing makes 
both economic and political sense if we really make a dramatic effort 
to maintain this interchange, particularly now vis-a-vis food on the 
political side, this interchange vis-a-vis the United States and Western 
Europe. If it is not maintained, the alternatives are reasonably clear 
and politically most undesirable. 

Mr. Chairman, with this oral statement, I am prepared to answer 
any questions I can. 

Senator Jounston. What do you think about controls? Do you 
think they should be put on immediately? 

Mr. Kunz. When I have thought of controls over the poe few 
years, it has been price controls that occurred to me first. I do not 
think they should be put on immediately. 

Senator Jonnsron. I was talking about acreage controls, produc- 
tion controls. What are you going to do with the surplus? 

Mr. Kure. It takes quite a little bit of paper to write down what 
I think about controls. There are a lot of undesirable things about 
controls. I think the best thing for us to do under the circumstances is 
follow the law, which is fairly specific on this point. I do not think, 
while we follow the law, we ought to be blind. I think we ought to 
keep our eyes open and see what the complications are. 

Senator Jounston. We had better not let the surpluses accumulate 
too much. If we do, does that not run the farm prices down? 

Mr. Kune. I like that question, and the answer to it is yes. But 
I think the answer ought to be explained a little bit, with your per- 
mission. 

A lot of people think that you can store up 1,000 million bushels of 
corn and 1,000 million bushels of wheat and insulate them completely 
from the market, and then just go along and have a nice private 
enterprise system. 

I am not one who falls for that proposition. 7 I were a young man 
starting in trying to make a living growing wheat, then I would think 
I would know—or at least it would be easy for Seoahe to explain it to 
me—that the renewal demand on an annual basis is what you can use 
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at home and what you can sell abroad. That is all the renewal de 
mand there is. That is what you are going to live on. If you can 
expand that, you can sell some more. : 

Now, it would be pretty easy for me to decide whether I would lik 
to look forward to 25 or 30 vears growing wheat to trv to raise my 
family, educate my kids, and so forth, with just a normal 250, 300, ot 
maybe 400 million bushels of wheat that it seemed wise to keep in 
storage from the standpoint of the foreseeable future, and that people 
would do mostly on their own because they thought it was wise; or 
whether I would like to grow this annual renewable amount of wheat 
that can be sold with a billion bushels piled up and hanging over the 
market. 

I say I can answer this easily and just say that such a proposal 
‘“nuts.”’ In case this does not sound good in the company in which 
we are, let me say that the advocates of such cannot possibly show that 
this is good for farmers; and yet a lot of people propose it as good for 
farmers. 

Now, as a matter of fact, I think this very high storage will be 
sufficiently depressing to insure a stable period of price fixing, and I 
do not think that price fixing is consistent with an incentive system. 
That is why I think all this takes maybe a page or two, but I think 
we ought to avoid creating surpluses. I think we ought to go for- 
ward with confidence, building our demand, improving the nutri- 
tional standards in the United States. This is the best way to keep 
annual production rising; and annual production is the best defense 
of the United States even in case of trouble. Because this means 
that you have got your soil management in good shape; your pro- 
ductive capacity of the land in good shape; the livestock numbers 
will be increasing on a basis of firm demand for the product. 

Then, if the United States gets in a terrible emergency, their food 
production will be at a high level. What they will do then, inasmuch 
as the people of the United States are not so soft any more, but that 
they would be willing to defend themselves, will be to eat a few of 
the animals. Then they will have available a lot of the grain that 
the animals otherwise would eat. ‘This is the real source for a war- 
time diet. 

I do not think it is sound agricultural policy at all to look forward 
to the possibility of 5, 10, 15, or 20 vears of piling this thing up as a 
permanent policy, and keep it in storage and revolve and pay the 
cost which would be very. very high, i. e., the storage costs, stock- 
revolving costs, and all this sort of thing. 

Senator Jounston. In other words, there is a limit of surplus 
beyond which, if we go, it hurts? 


Mr. Kurne. Yes, sir; there is no question about this. If you want 
to speak from the Sarna s sts andpoint, it gets to that point much 
sooner than it does if you speak from the general standpoint, because 
the public might decide to pay these storage costs, but it is going to 


be too high priced for the farmer’s vendo it. 

Senator Jounston. I believe you stated you were in favor of 
extending the wheat agreement? 

Mr. Kune. That is right. 

Senator Jonnston. I handled that on the floor the last time it was 
up, I believe. Also would you be in favor of other basic commodities 
having similar agreements? 
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Mr. Kune. We have studied the wheat agreement very carefully. 
We belong to the International Federation of Agricultural Producers, 
of which I am the first vice president. They are making a number of 
studies. There have been in this group people who were in favor of 
a dozen agreements, and they say, ‘Well, the difficulties in the wheat 
agreement arose because they did not have all these cther agreements.”’ 

Our own position is a far more conservative one. We say: “‘Let 
us be sure now that we can make the wheat agreement work.”’ There 
are a lot of bugs in it that are not yet worked out. Some of the dif- 
ficulties, for instance, arose because the previous agreement contained 
fixed dollar prices; and regardless of what happened to the currency 
values around the world, we had fixed dollar commitments. 

These were pretty hard on the Canadian farmer, for instance. It 
would have been very hard on the United States farmer except that 
we had a subsidy for the exports under the wheat agreement. The 
Canadians did not happen to have one. So we proposed that there 
be some formula worked out on the basis of which the minimum and 
maximum would raise or lower. 

This was not done, as you know. One of the reasons that the 
proposal is for a shorter period of time is because they never really 
tackled this problem of flexibility, or at least did not tackle it success- 
fully. The wheat agreement is not currently worked out on the 
basis of the original philosophy of having a scale of minimum and 
maximum prices within which price itself would have a lot to do with 
the movement of the commodity. This has not worked this way, as 
you well know, and is not now negotiated on that basis. 

So I am not so sure that proceeding on the basis of alloting markets 
and fixing prices for a dozen of the major international commodities 
will actually further trade. We think it might restrict it. This is 
international cartels on a magnificent scale with state trading. 

Stated this way, I would say we are against it. At the same time | 
say we are for the wheat agreement. We would like to work this thing 
out and see what can be done under it. 

Senator Jonnston. I believe you will agree that the world market 
price of a great many of the commodities is much lower than the 
American market. 

Mr. Kure. Right. 

Senator JoHnston. That being so, is that not one barrier in the way 
of our disposing of even surplus commodities on the world market? 

Mr. Kuirne. Yes. It is also an argument used by some people to 
say we ought to get into these international commodity agreements 
because then we can dump them and people will not recognize the 
symptom. They will do it by agreement. Put the difficulty is that 
this is no longer private trading; this is, it is, state trading when you 
dump this way. 

The CuarrmMan. How would you prevent dumping? Suppose you 
had heavy surpluses. Also, how are we going to prevent other 
countries from dumping on us? 

Mr. Kurne. We have discovered a lot of methods. 1 think the one 
we use most decisively is called quotas, i. e., embargoes. Other 
countries use currency restrictions quite effectively, and also licensing. 
But it is not impossible to prevent dumping. 

The CuarrMan. They use currency manipulation to enable their 
producers to dump on us, too, do they not? 
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Mr. Kune. Yes. We know how to handle that. We Say, “No, 
thank you,” very forcefully, ‘‘no more butter; no more of this, no more 
of that,” or, ‘So much in this quarter and no more.”’ This is, of course 
a much more positive interfereace with the movement of commodities 
than tariffs. 

The CHarrMAN. One of our major problems is how to maintain a 
high standard of prices for agricultural commodities in the United 
Stgztes, either by support prices or natural market prices, without 
attracting the production of other exporting nations and detracting 
those commodities away from other countries who cannot afford to 
pay the high level of United States prices. 

[ understand the British think apparently $1.50 a bushel is a fair 
price for wheat in the world market today. That is, I understand 
they do. But because of the boosting of prices of wheat in the United 
States and Canada, they are baving to pay a lot more than they think 
they ought to. It may be a good thing for the world if price levels 
do come up. 

But how are you going to prevent attracting the world’s production 
to the United States? I talked to Ed Dodd when he was here a 
month or so ago. I gathered that we were making it very difficult 
for some of the nations with less means to obtain the necessary com- 
modities. 

Mr. Kune. We have not always been completely wise in this area 
as a nation. We bought wool preity heavily and the price got a 
little high. Then we quit buying wool and the price went off precipi- 
tously. It would have been a lot better if we had bought the same 
amount of wool over a longer time. This is hindsight, of course. 

You mentioned the British. I think it is fair to say that in spite 
of the changes that have taken place in Britain, they are still traders 
and they are prepared to assume that the lowest possible price at 
which they can get the necessary imports of wheat is a good one. 
There has been a lot of evidence of that over the past couple of months. 
They have been very firm on this point. They have not been dealing 
in economic prices; they have been dealing in negotiated prices 

The CuarrMan. What will happen if Britain declines to go along 
with the renewed wheat agreement? 

Mr. Kurne. Your guess is as good as mine, but my guess is that 
Britain will decide to go along. 

The CuarrMANn. That is my guess. It is exactly the same as yours, 
because Australia and Canada will see to it. Britain will pay more 
for wheat as an outsider than she would as a member of the agreement, 
and Australia and Canada will see to that. 

Mr. Kune. This question you raise about our making these com- 
modities too high priced for other people to buy is a fairly close relative 
of the idea that all the countries which are able to produce more than 
they use owe this to countries who are not able to produce as much 
as the vy need. 

I have seen some agricultural plans. I get about a plan a week that 
solves the whole agricultural problem—and I suppose you do about 
the same, Senator. One of them ended up with a paragraph that 
fortunately this is common Christian charity, too. But it is not. It 
is because he had not thought about it hard enough. It is not neces- 
sarily Christian charity at all to give away surpluses which are even 
a little embarrassing. 
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The giving away of surpluses to the very poorest people where 
population numbers currently are controlled by the food supply in- 
creases the population. Assume that for four or five years you furn- 
ish them with food which it seems you can produce and furnish easily. 
ee ee charity involved is when you give it to them the 
sixth year when you do not have it. Furthermore, the sixth year 
their re quireme nts will be about on the same level as they were before, 
per capitawise, and so they will be desperately in need of this surplus 
that you do not have on the sixth year. 

There have to be better answers than this, and I think we come 
back finally to the proposition that the real assistance to those coun- 
tries is not so much to try to get prices in line so they can buy them at 
some uneconomic level—although in times of great famine I think 
this is sound and I think gifts are reasonable in those cases—but the 
real answer to the problem is to get into their own hands the tools of 
their own salvation. 

This is a thing like technical assistance, but it has to be across-the- 
board. It has to be political and economic and it involves their 
social institutions. Progress which is founded on that sort of a base 
is firm and pretty soon you find them trading magnesium or something 
for wheat. This is so much better it is not even funny, because the 
people furnishing the wheat get something for their wheat. This 
ean be a continuing and mutually satisfactory proposition. 

The CHAIRMAN. My question was prompted by the desire of New 
Zealand to ship their dairy products to the United States, not because 
they did not have an ample market but they want the somewhat 
higher price they could get here. They also want dollars they would 
get in order to buy things in the United States, which appare ntly they 
are not too successful in getting elsewhere. 

Then the people from one of the Lowland Countries I was talking 
with one day said, ““Yes, we have our markets; but when the United 
States does not take our products, these other countries will not pay 
us anything.” 

Mr. Kune. This is not an easy problem, as you well know. Fur- 
thermore, it has some pretty positive disagreements in the United 
States. Now, we should be quite happy that a lot of people like to 
buy our commodities—automobiles, tractors, and what have you. 
This is going to help us maintain our foreign markets and they are 
good for us. 

Second, if we could get the kind of imports that are useful to us, 
they are good for us, too, and we ought to have the ability to buy them 
and pay for them. I would like to see this. But if we lose the ex- 
—_ then we lose the same ability to buy and pay because we do not 

sate the profits and wages and so forth that result from these exports. 

‘Oo it is not just a gain if you keep out imports. By doing so you 
run the risk of losing your markets at the same time. 

On the dairy business, I do not think there is any place where this 
is more apparent, but it is not apparent on the surface. When you 
say, “We will take in a certain amount of this or that’ —say cheese 
this lowers the price of cheese. Let us assume it lowers it 2 cents. It 
is pretty easy to go up in Wisconsin and say, ‘“‘Well, anybody who would 
be in favor of that is against the dairymen,” and it is pretty easy to 
convince the dairymen, too, after lowering the price of cheese. 

But if you follow this around and discover not only that you lost 
some other exports which were furnishing incomes and wages, which 
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were making good demand for butter and cheese in the United States, 
but also that we lost the export of a lot of acreage of land in the 
United States, that is something different. For instance, supposing 
we export 30 percent of our cotton and we lost 12 or 14 percent, which 
is altogether possible, the cotton man is not going to first decide to 
milk cows; that is what he is going to decide about third. 

They do not have any tariff to get over. They are in the United 
States. They will furnish this market. There are dramatic things 
going on in this regard, regarding the use of pasturelands in the South. 

So there is no use of getting this problem in little pieces, and there- 
fore deciding that we know the answer because we can see what this 
little piece is. We have got to solve the problem involved, and try to 
solve it honestly, not with half truths. There is not any very easy 
answer to this problem you pose. 

I think, however, as long as we have a program of support prices in 
the United States, it is a little silly to try to support prices for the 
whole world; and that we ought to make reasonable restric tions when it 
becomes apparent that this thing you suggested happens of a flood 
of products coming in. 

I do not think the world can object too much to it. The world can 
object if our program over the long run is a serious interference with 
being able to live together satisfactorily. I do not think we want it 
either. We are going to spend this coming vear probably at the peak 
of defense, $60 billion for defense, which suggests we are interested, 
too, in security and what have you. 

The CHarRMAN. Any further questions, Senator Williams? 

Senator Wituiams. Mr. Kline, do you think that a readjustment 
of our support levels to a more realistic basis might help expedite the 
movement of some of these surpluses into foreign channels? 

Mr. Kune. As you know, we bave supported a flexible price sup- 
port program. One of the reasons is because if we did store up very 
considerable amounts, a somewhat lower support level would result, 
which in turn would facilitate the international movement of the 
commodity. 

I do not think there is any question but what price has some influ- 
ence. Price has influence on substitution both at home and abroad 
in very many cases, substitution of one food for another or one tex- 
tile, one fiber, for another, or animal fibers with synthetics, and so on, 

The CuHatrMan. I noticed in this morning’s New York Times, | 
think it was, that the rayon people have just set up a committee with, 
I believe, a working capital of $750,000 to promote the use of rayon 
and the better methods of manufacture. That is going on all the 
time. If we did not bave this competition, it would stagnate 

Mr. Kune. Oh, yes. I do not think any American would say 
competition was bad. Of course, he would argue that the competi- 
tion ought to be some place else rather vigorously, and this is, | 
guess, part of competition. 

The CuarrMan. The rayon people are furnishing the principal mar- 
ket for Commodity Credit Corporation linters now. It is not a very 
good market, though. 

Mr. Kune. You might get the Government interested in the com- 
petition. Politically it would not be good. 

Senator Wiuuiams. In the long run, the accumulation of these 
surpluses under an artificially high support price really has the effect 
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of depressing the prices of farmers during the period when we have 
these surpluses, does it not? It is a serious question whether or not 
he really gains under this 90 percent level as much as he would if he 
had a more even and realistic level over a period of years. 

Mr. Kune. Yes. As a matter of fact, our philosophy with regard 
to this was not to collect great stores as an objective, rather, to avoid 
that and to use it as you have suggested, to level out prices. The 
Farm Bureau has said over and over again we do not believe that high, 
guaranteed profitable Government support prices are in the interests 
of farmers. We just do not think they are. We think vou buy 
yourselves the most extraordinary expansion of Government controls 
that way. 

Senator WititAMs. I have been very much interested in your 
philosophy there. In fact, I have approved it, because I believe it 
would eliminate a lot of these unnecessary controls over acreage and 
everything else which inevitably we must have if we are going to 
maintain a 90 percent support. 

Do you think there is any way around acreage controls even down 
to the smallest degree if you are going to maintain this high level 
support program? 

Mr. Kune. It depends on what you call high level. Of course the 
level of supports over the past dozen years has been far below the 
market prices. The support price far below the market price is not 
really effective. 

Seantor WruuiaMs. | was referring primarily to the fixed 90 percent 
on the basic commodities. 

Mr. Kune. The basics were of course well below, too, during this 
period. There was unlimited demand. ‘This was based on an expand- 
ing domestic economy and a war. At the same time, it does not seem 
to me that we should assume we are going to have poor or depressed 
agricultural prices. There will be an adjustment period in case the 
international tension does relax and there is allowed an improvement 
in production around the world and if the foreign market declines 
further—incidentally, this is the only place where we have really lost 
markets, i. e., in the foreign field. This is what has really been the 
depressing factor in domestic prices over the past 2 vears. 

All this talk about whether 90 percent is a high price support in 
the long run will be decided when we try to sell at such prices and try 
to expand our markets, try to keep and deve lop our foreign markets, 
and then get our production adjusted to the situation. It could well 
be that with a 90 percent price, it will prove to be low in some places 
and the production of commodities will recede and the price will go 
up in response to an effective demand. 

Senator WiuuiaMs. With particular reference to the butter situation, 
we have priced ourselves not necessarily out of the foreign market, 
but we have pretty much priced ourselves out of the domestic market, 
too, have we not? 

Mr. Kuine. We are not out vet, but we sell about half as much per 
capita as we did in 1940; and this has a lot of dairymen concerned. 
There is no question about that. 

The CHarrRMAN. Senator Holland? 

Senator HoLtLanp. Mr. Kline, I want to question you briefly about 
two phases of your statement. I notice with particular interest on 
page 7 of vour prepared statement that you emphasize the need for 
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action—in the event of an extension of the Reciprocal Trade Agree- 
ments Act which vou recommend, with certain conditions—within 25 
days for perishables, in the event of any need to protect producers of 
perishables against imports from sources outside the United States. 

Do you mean you favor the continuation of section 8 (A) in the last 
extension of the Reciprocal Trade Agreements Act? 

Mr. Kune. | will have to ask you what section 8 (A) is. 

Senator Hotitanpb. That is the section which provides for speedy 
action and which has not been used. I thought perhaps you meant 
by this statement you favored bringing that section out of inactivity 
and making it active. I hope that is what you meant. 

Mr. Kure. That is exactly what we intend. We think that section 
22 has been a dead letter in spite of the fact it was not supposed to be. 
It is in the law and it is there for the purpose. We never found out 
whether it would work or not because it never was tried. 

Senator HoLLaAnp. You remember that section 8 (A) was in the 
most recent extension of the Reciprocal Trade Agreements Act, in 
recognition that perishables could not be well served and have not been 
served at all under section 22, and it provides an emergency speeded-up 
handling. 

Mr. Kune. Yes, sir. As a matter of fact, we think that is good. 

Senator HoLLaNp. I am happy that you take that position, and | 
am even happier to note what looks like a suggestion for strengthening 
of that provision. In the next line down there you say, “with authority 
given to the Secretary of Agriculture to take interim action to safe- 
guard producers pending outcome of Tariff Commission study and 
presidential action.’’ Does that mean that, even within the 25 days, 
you favor speedier action, immediate action, of an interim nature by 
the Secretary of Agriculture, even prior to the issuance of an emer- 
gency order by the President? 

Mr. Kune. There is no question but what this is fairly clear on 
that point. But also, I think, there is in the back of our mind 

Senator HoLuAnp. It is not so clear on that point because you have 


perishables and storeables tide up in that same statement. It is 
not clear to me, at least, that you are applying those words to the 
25-day provision which is applicable to storage. I want to find out 


definitely whether you do mean that that interim action of the Secre- 
tary of Agriculture was designed by you to apply even in the case of 
perishables. 

Mr. Kune. I had not actually realized this was in this 25-day 
period, too, but I can tell you the thinking back of it. The thinking 
back of it was that we have to have some way to invigorate the action 
of the Tariff Commission 

Senator HoLLANp. You mean accelerate and invigorate it 

Mr. Kurne. Well, actually put it into operation. 

Senator HoLLanp. Awaken it. 

Mr. Kure. Pull the trigger and start it to work on some proposi- 
tion. 

Senator HoLLaANp. You mean get some action. 

Mr. Kune. I would say if this provision seemed necessary under 
this thing—and 25 days is a very long time, as you well know, for 
perishables—we would stand by this proposition. I suspect that 
that is asking a good deal of the Tariff Commission to get out a report 
in less than 25 days. It is quite a little to insist that they get it out 
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in 25 days, but I think they can do it with their information better 
than anybody else if they have to. 

Senator Hotianp. I agree with you, and I think that the inclusion 
of an actual interim action is fairer to the Tariff Commission and cer- 
tainly much fairer to the producers of the perishables. I want to go 
to your chart 8 which you have referred to, and particularly ask you 
with reference to those elements that are included in the perishable 
field, 

You will note that none of the highly perishable products are in- 
cluded in your table 7, where the export business is vital. 

Mr. Kune. That is the group where exports are over 20 percent 
total production. 

Senator Hotutanp. But that in the other table where exports are 
important but not classified by you as vital, there are quite a number 
of items included. 1 will read them into the record: Plums and prunes, 
your table shows in 1951, 12.9 percent of the production of that com- 
modity exported. Grape s and raisins, the figure there is 8. 3 percent 
exported. Apricots, 6.9 percent. Oranges and tangerines, 6.5 per- 
cent. Grapefruit, 5.4 percent. Pears, 4.2 percent. Apples, 4 per- 
cent. Peaches, 2.5 percent. 

I have looked in your statement only hurriedly, but I have not found 
any reference to the use of section 32 funds which are completely vital 
and important to these commodities. Did you intend to a 
support of the present provision with reference to the use of sec tion ; 
funds? 

Mr. Kune. Yes, sir. 

Senator HoLtianp. And giving a priority in the use of those funds 
to the perishable crops that are not supported otherwise? 

Mr. Kune. Yes, sir. I think it is in there; but in case it has 
been neglected, let me say that our position is that the use of section 

funds should be protected and that they should be used largely 
for the perishables which are not covered by price supports 

Senator Hotianp. And which do not have any support price 
program. 

Mr. Kurne. That is right. 

Senator HoLuanp. I wanted to try to bring that out clearly. 
[ appreciate the fact that you have brought that out. Thank you 
very much, Mr. Chairman. 

The Cuarrman. What do you think, Mr. Kline, is the immediate 
thing to do to bring about an expansion of exports and imports? | 
know you have been over the general situation. Perhaps we should 
get it from there. But what are the first steps that should be taken? 
You have given some of them—of course, the renewal of the Wheat 
Agreement and then the Reciprocal Trade Agreement Act 

Mr. Kurne. I would say first that there are not any of the things 
which we have proposed here we think ought to be delayed. The 
whole program ought to be designed on the basis of really desiring 
to encourage this mutually satisfactory trade, and we have said why 
we thought it mutually satisfactory. 

Second, there is the obvious fact that a lot of these exports have 
depended upon American subsidy or American gifts. It does not 
seem to me to be a wise national policy to make sudden changes in 
that sort of thing. It creates not only problems in our country 
but preblems in other countries. 
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I think changes in this regard should be gradual, and I believe that 
we are not morally entitled to make these rapid changes in this sort 
of thing until we have accomplished some of the things which are 
indicated in this report, like this simplification of customs procedures 
in giving other people opportunity to earn. I do not like to hear 
people say, ‘‘ Well, take off these tariffs so they can.”’ They cannot 
unless they do a lot of other things, too. It is a mutual obligation. 
It is their obligation to be able to satisfy American wants and our 
obligation to buy from them. We will buy where we think it is best. 

I think this can be done on a mutually satisfactory basis, but I 
do not think we do it by a rapid, abrupt chopping off sort of thing. 

The CuarrMan. All phases call for a gradual approach, do they not? 

Mr. Kune. Absolutely. 

The CHarrMan. The lowering of the trade restrictions, the lowering 
of the mutual security assistance, the gradual increase of the point 4 
or technical assistance program. That cannot be done all at once 
either, can it? 

Mr. Kune. I agree with you in that philosophy. 

The CHarrMan. In all of those things we have to be reconciled to 
the fact that what we would like to do in 6 months’ time would take 
probably a generation to accomplish. 

Mr. Kuine. I would like to say just a word about this point of 
technical assistance, although it is not really as pertinent to this as 
it might be. I believe that technical assistance would be an extraor- 
dinary force, but I think by nature it works slowly. It depends on 
our being able to create, to assist in the development in the foreign 
country of better production and better distribution, and the capacity 
to buy in foreign markets the things that they need and all this sort 
of thing 

This depends primarily upon personnel, efforts, understanding, 
really dedicated and able people who are willing to work at it. Now, 
it does not depend on a very costly distribution of gifts to those coun- 
tries. A lot of times I think a gift to a country of food or something 
of this sort actually deters the kind of progress I am talking about, 
makes it scem less necessary to them. 

The CHarrMAN. Once in a while you hear someone say that if we 
teach these backward countries, give them our assistance and our 
advice and a little equipment and get them so they can produce more 
food and do more things for themselves, we lose what little market 
we have there now. What have you to say about that? You have 


heard it said. ~ 
Mr. Kune. I should not say what I think about it because it con- 
demns the people who say it—a lack of rationality. The fact is that 


our markets are very greatly improved; that there are extraordinary 
potential wants in these countries; that all they have to have is just 
a little hope of opportunity to satisfy these wants and trade can 
bloom between us and them. 

Furthermore, there is another pot. We have 7 percent of the 
world’s population. We produce about half of the industrial com- 
modities—a little overstatement, but it is still dramatic. But we do 
not have all the raw materials to do it with in the United States, and 
a lot of them are going to have to be imported in greater percentages 
than before, even within a short period of 25 or 30 years. 
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It is dramatically in our interests to develop in those countries where 
there are rich sources of raw materials this kind of industrial produc- 
tion which fits our production and enables us to trade with them with 
remarkable good results from our standpoint. 

The CuatrMan. I have just one more question. You referred 
briefly to a bi-partisan commission to make a study of the whole 
foreign trade proposition. Would you elaborate just a little bit on 
that and tell us what you think a bi-partisan commission such as you 
have proposed could do that the executive officers or the Congress 
would not otherwise be able to do? 

Mr. Kune. They cannot do anything that cannot otherwise be 
done, except one— 

The CHarrMan. Would otherwise do; that is the wording. 

Mr. KLINne. Except one. They can—because they will be ap- 
pointed by this Congress, and as we have suggested, the predominant 
membership would be from the Congress. Primarily this is a joint 
effort. 

The CuarrmMan. How would the membership be made up? 

Mr. Kune. We suggested 7 from the House, 7 from the Senate, 
and I think 7 others to be appointed by the President. This gives 
2 to 1 from Congress. 

The CHarrMAN. That is, 4 from the majority party, 3 from the 
minority party, in each House of Congress? 

Mr. Kune. Right. This seems to us to be about the minimum 
number from the C ongress that would really make the Congress feel 
it had enough spread here to be re ally representative of the Congress, 
and of the committees directly concerned. 

The thing that they can do which has not been done by other 
studies—a lot of the facts are easily available—is to make an appraisal! 
of the facts, which is the most fundamental proposition, and a judg- 
ment based on that appraisal. 

The thing that they can do that nobody else can do is to make one 
of these appraisals and judgments on behalf of the Congress, so it 
enables the Congress to tackle far more realistically the problems in- 
volved, than if they are just assuming that some executive report or 
something is coming in. 

Then, too, with this many people from the administration, it would 
be our hope, and with this thing bipartisan besides, that we could 
decide these issues on their merits more easily because of the commis- 
sion. 

The CuarrMan. The committee appreciates your meeting with us 
this morning, Mr. Kline. The representatives of the other large 
farm organizations will appear in the next few days. 

Tomorrow we will have with us Dr. D. A. Fitzgerald, who is Deputy 
to the Director for Operations of the Mutual Security Agency. | 
hope we may have a good number of the committee members present 
because Dr. Fitzgerald is an expert in the field of world food supplies. 
He has been very busy lately working on the International Wheat 
Agreement, bringing that to what will probablv be a successful 
conclusion. His testimony before us tomorrow should be as important 
as most of the testimony which we will receive at these hearings. 

The committee is recessed. 

(Thereupon, at 11:15 a. m., the committee adjourned until Wednes- 
day morning, 10 a. m., April 15, 1953.) 
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WEDNESDAY, APRIL 15, 1953 


UNITED STATES SENATE, 
COMMITTEE ON AGRICULTURE AND ForES?RY, 
Washington, D.€ 

The committee met, pursuant to adjovmment, at 10:20 a. m., in 
room 324, Senate Office Building, Washington, D. C., Senator George 
D. Aiken, of Vermont, presiding. 

Present: Senators Aiken (chairman), Hoey, Johnston, and Holland 

The CuairmMan. This morning we have with us Dr. D. A. Fitzgerald. 
Deputy to the Director for Operations of the Mutual Security Agency 
Dr. Fitzgerald is well known as an expert on exports and imports, the 
requirements of the world in the field of agricultural commodities, 
world markets, and generally allied subjects. 

We hope this morning, Dr. Fitzgerald, that you can tell us some- 
thing about the Mutual Security Agency, what it has provided in the 
way of markets for American farm commodities; what it has done to 
develop markets; what perhaps it has done also in relation to imports 
and give us a general idea or your ideas as to what we might do to 
meet the problem which we face today—namely, how can we maintain 
high-level farm prices in the United States without attracting the 
world’s supply of certain commodities and detracting exports from 
those countries which perhaps need a whole lot more than the United 
States does. 

If you will proceed and tell us what you think about this problem 
with which you are very familiar, I am sure the committee will listen 
attentively. 


STATEMENT OF DR. D. A. FITZGERALD, DEPUTY TO THE DIRECTOR 
FOR OPERATIONS, MUTUAL SECURITY AGENCY 


Dr. FirzGeraup. Thank you, Mr. Chairman. I think I should 
start off by saying that I do not have any very effective answers to 
some of the very difficult questions that you have posed. During the 
last several years, of course, the foreign-aid programs of the United 
States have indirectly contributed substantially to the exports of 
American agricultural products; and, as a consequence, to the price 
levels for agricultural products in this country. 

During the last 5 years the total exports from the United States of 
all products paid for under the Marshall plan and its successor, the 
Mutual Security program, have amounted to about 8 billion dollars, 
of which probably about half has been agricultural commodities. 

In the absence of that program, it is quite clear that American 
agriculatural exports during the postwar period would have been very 
substantially less than they actually have been 

I have, Mr. Chairman, a few charts here that I would like to run over 
briefly because | think it may help to give the background. 

The CHatrRMAN. That is what we are trying to get out of these hear- 
ings, is plenty of background on which to build future programs 
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MSA CHART V 


UNITED STATES BALANCE OF PAYMENTS 


(Billions of Dollars) 
EXPORTS AND IMPORTS OF MERCHANDISE 
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MSA CuHartT VI 


UNITED STATES BALANCE OF PAYMENTS 
WITH WESTERN EUROPE’ 


( Billions of Doliars ) 
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MSA Cuarr VII 


UNITED STATES BALANCE OF PAYMENTS 
WITH AREAS OTHER THAN WESTERN EUROPE 


( Billions of Dollars ) 
EXPORTS AND IMPORTS OF MERCHANDISE 
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EXPLANATION OF DaTa ON TRADE AND BALANCE OF PAYMENTS CHARTS 


Trade.—Charts 1 to 4. 

Total exports——-MDAP shipments are included as a separate item in total 
exports from July 1950 through 1952; they are excluded from the estimate for 
1953. 


Exports to Western Europe.—These data exclude shipments of commodities 
classified in special categories 1 and 2 
Agricultural imports Com petitive and noncom petitive Competitive commodities 


include all commodities similar to agricultural commodities produced com- 
mercially in the United States, and all other that are interchangeable in use to 
any significant extent with such United States commodities 

Noncompetitive commodities include all other agricultural commodities, mainly 
rubber, coffee, raw silk, cacao beans, carpet wool, bananas, tea, and spices. 

Definition of Western Europe.—On the chart for merchandise trade with Western 
Europe, data relate to the OKEC countries for all years. 

Balance of payments.—Charts 5 to 7 

Merchandise.— Merchandise represents recorded exports and imports adjusted 
to a balance-of-payments basis: because of the adjustments the figures differ from 
the figures shown on the trade charts. Adjustments include such items as al- 
lowances for gold and silver, unrecorded parcel-post exports, trade with the Canal 
Zone, special handling of wool and grain in connection with storage in the United 
States or Canada, household effects, Government exports not normally recorded 
in export figures, etc. Transactions under military aid program have been ex- 
cluded from exports. Estimated United States military expenditures abroad for 
goods have been excluded from the adjusted merchandise import figures as re- 
ported by the Commerce Department 

Services.—Services include transportation, travel, private, and Government 
income on investments and miscellaneous private and Government services. 
Estimated United States military expenditures abroad for services have been 
deducted from the figures for imports of services reported by the Commerce 
Department. 

Financing of export surplus.—For the balance of payments with the world as a 
whole, length of the bar to the right of the zero line represents the sum of the 
merchandise export surplus, the surplus of export of services, and errors and 
omissions. For the balance of payments with Western Europe, the bar represents 
the sum of the merchandise export surplus, the surplus of exports of services, and 
transfers of funds between foreign areas and errors and omissions. 

Economic and defense support aid.—This category is the total of economie aid 
of all kinds, other nonmilitary aid, and Government long-term and short-term 
capital movements. 

United States private investment.—This category is the sum of private un- 
ilateral transfers (gift parcels sent abroad, personal remittances, and institutional 
remittances by agencies engaged in foreign relief work) and United States private 
long-term and short-term capital movements. 

Gold and dollar holdings.—This category consists of foreign capital, both long 
term and short term, and gold. 

Definition of Western Europe.—Figures shown for Western Europe relate to the 
OEEC countries 1947-1950, and to the OEEC countries plus Finland, Spain, and 
Yugoslavia for 1951 and 1952. 


Dr. FirzGeratp. This particular chart (chart I), merely will give 
you some impression of the volume of agricultural exports and imports 
for the last 6 years, with a very tentative forecast for the current 
calendar year. Exports of all kinds of agricultural commodities have 
run, as you will see, between about 3 and 4 billion dollars a year every 
year since 1947. The figure for calendar 1952 was $3.4 billion. | 
am carrying an estimate of $3.4 billion for calendar 1953. It is 
of course still rather early to say whether that is a reasonable or a 
likely estimate. 

Agricultural imports during the last 6 years have increased from 
something less than $3 billion worth in 1947. They ran off the chart 
in 1951, almost doubling. The calendar 1952 figure was about $4.5 
billion. We are estimating roughly the same volume of imports for 
1953. 
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The CHarrMan. ‘Does that include coffee and rubber? 

Dr. FirzGerraup. This includes coffee, rubber, all agricultural 
products. It includes sugar, of course; and it also includes tea, sisal, 
and so on. 

The CHarrMan. You have noncompetitive —— 

Dr. FirzGeratp. Those are in the top section of the bar. 

The CHarrMAN. Sugar imports would be in the competitive group? 

Dr. FirzGreravp. They are in the competitive group. The com- 
petitive group constitutes roughly half, or in some instances slightly 
less than half of the total imports of agricultural commodities in the 
United States. I think it is of some significance that on the one hand 
imports of agricultural commodities of all kinds substantially exceed 
our exports. The competitive commodities are substantially below 
our exports. 

This next chart (chart IL) shows United States merchandise exports 
and imports for the same 6-year period, with the figures on agri- 
cultural commodities, exports and imports, showing down here in 
the lower part of these bars, and indicating the relationship of 
agricultural exports and imports to all imports and exports. 

In the case of exports, you will see that the agricultural commodi- 
ties run about 3 to 4 billion dollars out of a total which ranged as 
high as 15 billion dollars; and, in 1950, about 10 billion dollars. 

The solid segments on the tops of these export bars are military 
shipments. The other, the cross-hatched segments, are the non- 
agricultural merchandise exports. Imports of all products are shown 
in the right-hand bars of this chart, and again the agricultural imports 
may be compared with the total in this chart. The upper segments 
are the nonagricultural imports. Here, of course, the problem that 
faces America and the American export market begins to shape up 
because you see exports have exceeded imports by a_ substantial 
volume. 

Because Western Europe is the most important trading market in 
the world and because we are particularly interested in Western Ku- 
rope, the next chart (chart IIT) sbows the same data for Western 
Europe as the previous chart did for total world trade. 

Exports to Western Europe which were as high as 5.2 billion 
dollars in 1947, of which almost half is agricultural products, have 
tended generally to decline. For the last calendar year they were 
about 3.1 billion dollars; and as you will note: 

Senator Jonnstron. Is that because those countries are growing 
more of their agricultural products at home? 

Dr. FirzGrratp. I was referring to total exports to Western 
Europe. Agricultural exports are shown in the lower part, and they 
also have declined—although not as rapidly as total exports. The 
decline of agricultural exports from the United States to Western 
Europe represents in part a recovery of Western Europe’s agriculture 
from its postwar low, and in part the fact that it is getting somewhat 
more agricultural imports from sources other than the United States. 

Imports from Western Europe which in 1947 were less than a billion 
dollars have gradually increased to nearly 2 billion dollars. Most 
of that increase, of course, has been in the traditional products of 
Western Europe, namely, the manufactured products. There has 
been a slight increase in imports of agricultural products, but even 
today they run less than 300 million dollars a year of all kinds, although 
that 300 million dollars is frequently a cause of major concern. 
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The CHarrMan. Western Europe is represented by what—pre- 
served fruits, cheese? 

Dr. FirzGeraup. Cheese, milk products, and so forth. 

The CHarrMan. And wines? 

Dr. FirzGmratp. And wines. 

Senator Horny. Coming back to your exports of agriculture, I 
notice in 1950 it was down just about as low as 1952 

Dr. FirzGrravp. Yes, sir. 

Senator Horny. What caused agricultural exports to be down in the 
fifties? 

Dr. FirzGreraup. There are a couple of reasons for this decline. 

In the first instance, the Korean war had a considerable effect upon 
the situation. It broke out in the middle of 1950 and tended to result 
in the first instance in a restraint upon American exports generally 
because of the demand and the inflation that was created internally in 
the United States at that time. 

In the second instance, as far as agricultural products are concerned, 
that was a relatively good crop year in Western Europe and they had 
less requirements for agricultural imports than they did in the sue- 
ceeding year. 

Senator Horny. Was the difference in those 2 years affected directly 
by United States purchases abroad? 

Dr. FirzGruraup. Here? 

Senator Horny. Yes; 1950 and 1951. Was there any material in- 
crease in Government purchases? 

Dr. FirzGerautp. That will show up in a later table. 

This chart (Chart IV) is a companion to the one I just showed you. 
It shows United States merchandise trade with other than Western 
Europe. This chart and the one just preceding add up to the total 
shown in the second chart. 

Senator JoHNSTON. I notice the drop there from 1947 through 1950 
is all the way down just like a stairstep. Then it shot back up. 
What caused that? 

Dr. FirzGrravp. This was caused by the fact again of the out- 
break of the Korean war, the inflation in raw material prices which 
took place in other than Western European countries and which was 
reflected the next year in an increased demand for exports from the 
United States. You will remember that rubber and tin and wool, 
coffee, cocoa, a number of other raw material products that are 
supplied by areas other than Western Europe, the major part, jumped 
very sharply in price after the Korean war. 

Imports into this country are relatively large, and that was re- 
flected in 1951 in increased purchases from the United States. 

The CuairMANn. Those charts do not actually reflect the volume of 
exports and imports. 

Dr. FrrzGrraup. No, these are influenced also by changing prices. 

The CuatrMANn. They are shown in dollar value. 

Dr. FirzGeratp. That is correct. 

Tue CuarrmMan. Therefore the amount of exports in units did 
not actually go up between 1950 and 1951. 

Dr. FrrzGera.p. They went up, but not proportionately to the 
dollar value. 

The CuatrMan. Was there a corresponding increase in values of 
imports in prices? 

32613—53—pt. 1——-9 
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Dr. FirzGrravp. Yes. 

The Cuarrman. Of course coffee went up pretty sharply in the 
fall of 1949, was it not? 

Dr. FirzGeratp. This increase, particularly the jump from 1950 
to 1951, reflects the higher level of prices, as well as some increase in 
volume. Most of the jump from 1949 to 1950 was in physical quan- 
tity, but the increase from 1950 to 1951 in both years was, I think, 
practically all, in prices. 

The CuarrMan. Do you have another chart showing Latin America? 

Dr. FirzGrravp. I do not. This includes Latin America. 

The CuarrMan. Could you divide it between Latin America and 
other parts of the world? 

Dr. FirzGrravtp. | would guess Latin America probably runs 
about two-fifths of this total. 

The CuarrMan. Of the total outside of Western Europe? 

Dr. FirzGrraup. Yes. The biggest single country included in 
this group of countries is Canada, of course. 

The CuarrMan. We hardly think of Canada as a foreign country. 

Senator Jounston. How do you account for the fact that the 
agriculture imports are greater than the exports all the way through, 
but that is not true with non-agriculture? 

Dr. FirzGeravp. This of course is from other than Western 
Europe. That means Canada, Latin America, Africa, South Asia, 
Oceania. These imports include, as the chairman indicated earlier, 
such things as coffee, tea, rubber, cocoa, all in this blue part of this 
chart—the noncompetitive as well as the competitive agricultural 
exports, such as sugar. 

Senator Jounston. Is there any way for those people from whom 
we are buying to buy from us? 

The CHarrMAN. Some have indicated to me they would like to do 
more business with us. 

Senator JOHNSTON. Maybe we could get rid of some of our agri- 
cultural surpluses. 

Dr. FirzGeratp. These countries, generally speaking, are also not 
the major deficit areas as far as food production is concerned. 

Senator Hory. Just before you leave that table, as a matter of 
interest, what constitutes exports, say, in 1951? That is very heavy. 
Outside of agriculture, what ieninibaied ‘all of that? 

Dr. FirzGeraup. <All of this? 

Senator Horny. Yes. That is 35 billion dollars, isn’t it? 

Dr. FirzGrraup. This is $9.5 billion here for exports other than to 
Western European countries in 1951. This would include primarily 
manufactured goods. It includes, of course, textiles; it includes all 
kinds of manufactured goods; it includes automobiles, power equip- 
ment, electrical goods of various kinds, farm machinery, capital 
equipment. 

The next 3 charts—this 1 and the 2 subsequent—pick up part of 
the information that was shown ce the preceding tables on trade. 
The upper part of this chart (chart V) shows since 1947 the mer- 
chandise imports, the lower line ; and e alien the upper line—showing 
that consistently throughout the 7-year period our exports have sub- 
stantially exceeded our imports. We have had an export surplus at 
all times. 
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We have also continuously earned net 1% to 2 billion dollars a year 
on services—shipping, insurance, tourism, income on investments and 
the like. So at all times we have been earning a lot more from the 
rest of the world than the rest of the world has been earning from us 

This so-called dollar gap you have heard so much about recently 
has been filled in each 1 of these 7 years by the several means shown 
in the lower half of the chart. In 1947, where the gap here, you see, 
was very large indeed, it was filled first of all by the sale to the 
United States by other countries of gold and dollar holdings to the 
extent of about $2 billion. In other words, they paid for part of the 
surplus purchases from the United States either by selling to us gold 
or by liquidating their dollar holdings in the United States. 

They filled another portion of it by private U.S. investment abroad 
in Canada and Latin America, particularly. A good deal of that 
private investment was in the foreign oil business. A part of it was 
filled by United States extraordinary military expenditures abroad, 
this green bar. That means troop pay, intrastructure payments and 
things of that kind. But the big balance of it, nearly $9 billion, was 
filled by aid; by loans and grants of one kind or another made by the 
United States in that period. These included relief and rehabilitation, 
Export-Import bank loans, and other types of United States assistance. 

In 1948 you will note that the gap was reduced. Again it was filled 
by continued sales of gold and dollar holdings, private investment, 
United States military expenditures abroad, and again by economic 
assistance, largely in the form of grants. The Marshall plan began 
April 3, 1948, and was largely responsible for this brown (United States 
assistance) part of the bar in the next several years. 

Senator JoHNstTon. It was gradually coming together there in thi 
middle of 1950. Do you think the war did that? 

Dr. FirzGuratp. Unquestionably. 

Senator JoHNsTON. We continued our imports on until the middle 
of 1951, but we did not keep up our exports. Is that correct? 

Dr. FirrzGreraup. Our exports were working down steadily until 
1950, when the Korean war broke out. In 1949 the gap which again 
had narrowed was filled without any gold and dollar sales. As a 
matter of fact, the rest of the world was largely out of gold and dollar 
holdings by that time, and the filling was done largely by economic 
aid. 

The CHarrMan. There again the chart does not actually represent 
the volume of exports and imports. It would appear from the chart 
that in periods of inflation there was a much wider spread between 
exports and imports than as things approached more a peacetime level. 
In early 1950, exports and imports were getting pretty close together, 
and then at the outbreak of the Korean war the spread started widen- 
ing again. 

Dr. FirzGeraup. This wide spread here of course does reflect the 
unsettled condition and chaos immediately following the war. 

The CuarrmMan. And the high prices which prevailed, $3 wheat. 

Dr. FirzGeravp. That is correct. 

Senator Jonnston. When was it that England changed her valua- 
tion? 

Dr. FirzGeraup. The devaluation was in September 1949, which 
was when most of Europe, including the United Kingdom, devalued 

Senator Jonnston. Did that have anything to do with the closer 


closing? 
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Dr. FirzGrrarp. I think it had. It was supposed to have, and I 
think it did have some effect in helping to close the gap, both by 
decreasing the demand for dollar exports and then making imports 
more attractive. 

Senator Jonnston. So it worked both ways, on our dollar value 
and on the pound value. 

The CuarrMan. That would mean if our inflationary forces are 
reduced or overcome here in the United States, then there might be a 
tendency for the gap to close so that exports and imports would be 
more nearly even. 

Dr. FrrzGeravp. I think that that is correct, Senator. Of course 
please recognize that United States exports, particularly to Western 
Europe—and I have a Western European chart here following this— 
do not reflect free demand for American products. They are limited 
by the controls, the import restrictions, and the exc hange controls, 
which most other countries have to impose upon dollar expenditures. 

The CuatrMan. According to your chart we are more nearly on a 
free demand basis now than we have been at any time since the war. 

Dr. FirzGerawp. I think that is correct, Senator. The situation 
is getting closer to balance now than it has been at any time since the 
war. But part of the balance is forced by the restrictions on dollars 
which other countries have on their citizens. 

In 1950, of course, after the outbreak of the Korean war, you had 
a very sharp increase in commodity prices and a situation in which 
actually there was an accumulation of gold and dollars in the hands 
of other countries equal in size to that part of this bar which is to the 
left of the zero line. Other countries accumulated gold and dollar 
holdings roughly equivalent to this part of the 1950 bar. 

As you will notice, they have accumulated gold and dollar holdings 
in a smaller volume here in 1951, 1952, and estimated again for 1953. 

Of course the Western Europe situation, while somew hat comparable 
in form, really represents the most difficult part of the international 
balance of payments position. As you will notice, although this 
chart (chart VI) is not on the same scale, generally speaking the 
balance of payments with Western Europe has not narrowed to the 
extent that the balance of payments of the United States with the 
entire world has narrowed. 

There has been occasionally a little net earnings by Western Europe 
on services, but they have had and continue still to have a substantial 
deficit in their trade account. Those deficits were filled as shown 
here. The cross-hatched section shows sales of gold and dollars to 
the United States, followed by United States private investment, 
military expenditures, and loans and grants. 

One of the significant—and I think I should have pointed that out 
perhaps even more emphatically—elements in the picture is the 
expanding volume of extraordinary United States military expendi- 
tures abroad, which in 1947 ran only 300 or 400 million dollars a year; 
and which for 1953 are estimated at something like 2.5 or 3 billion 
dollars. 

That represents earnings by the rest of the world, which in turn are 
available for purchases in the United States, except to the extent that 
they may be temporarily held as gold and dollars or used in making 
payments to other dollar area countries. 
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In Europe, again this extraordinary military expenditure item has 
been increasing and we anticipate that it will continue to be an im- 
portant source of European dollar earnings in the years at least im- 
mediately ahead. 

Senator JoHnston. Would that not have an effect right there on 


your services which made exports come back? 
a little break in between the two. 

Dr. FirzGeravp. That may be partly due to foreign shipping earn- 
ings. It is probably more due to tourism than anything else. This 
surplus and deficit on the service account is not very large, one way 
or the other. The real problem is up here in the merchandise exports. 
Again you will see there has been a general tendency for the exports 
of the United States to Western Europe to decline. 


he rest of the world, in contrast, shows some decline in exports 


If you notice, there 1s 


through 1950; but thereafter, an advance in exports with imports con- 
tinuing generally to work up with somewhat of a widening in the service 
earnings of the United States, and with the same sort of pattern of 
filling the gap as in Europe. (Chart VII. 

In only l year out of the 6 shown in this chart was there any sub 
stantial liquidation of gold and dollar holdings by the rest of the world 
other than Western Europe so far as the United States is concerned. 

Senator Jonnston. That shows very forcefully what the war in 
Korea has done. 

Dr. FirzGprravp. Yes, sir. I think it is particularly significant 
that the general trend in exports was reversed in 1951 and climbed 
again, of course, this year, as you all know. Imports generally have 
worked up slowly. 

In the first quarter ot calendar 1953, the gap narrowed even further. 
I do not have the 1953 data on this chart, but taking into account the 
limitations that other countries presently place on the use of dollars 
because of the limited supply they have on hand, you are fairly close 
to a balance in the first quarter of 1953. 

The CuatrMan. What effect do our expenditures under the Mutual 
Security Act Administration have upon that balance? 

Dr. FrrzGerravp. In the first quarter of this year, expenditures 
under the Mutual Security program and by the military for ex- 
traordinary expenditures abroad in Western Europe more than offset, 
were larger than, the deficit which Western Europe had with the 
United States on its trading account. As I remember it, our Mutual 
Security payments in this quarter were around $350,000,000. 

The CHarrMan. In this quarter? 

Dr. FrrzGeravp. In the first quarter of calendar 1953—and I 
suppose net military expenditures were probably close to $250 million, 
I would guess—a total of $600 million of expenditures by the United 
States Government, either under the Mutual Security program or for 
extraordinary military expenditures. 

The CHarrMAN. That expenditure, roughly at the rate of $2 billion 
a year, is nearly closing the gap. 

Dr. FirzGrraup. That is correct. Again I cannot emphasize too 
much the fact that it is closing it only because there are still very heavy 
restrictions maintained by Western European countries on purchases 
from the dollar area, from the United States. 

It is a forced filling of the gap, if you wish, Senator. The trend in 
exports, with which the committee is particularly concerned, can only 
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be reversed if either imports continue to advance or the spread between 
imports and exports is filled in one way or the other, as it has been in 
the past 

The CuarrMan. If Western Europe had the dollars, the n, you would 
predict _a sharp increase in exports to Western Europe? 

Dr. FrrzGruravp. There is no question about it. I think those 
exports would be both agricultural and industrial. 

Senator Jounston. Would you have to take off some of the restric- 
tions that they have on the purchases? 

Dr. FirzGeraup. You certainly would have to take off some of the 
resirictions, but the restrictions were put on primarily because they 
are short of dollars. The chairman’s assumption was, if they were 
not short of dollars, what would happen? 

The CHarrMAN. We hear a lot about barter in these days. This 
committee undoubtedly will consider some of the bartering proposals, 
and there are different ones. Do you think that world trade could be 
expanded by adopting some bartering arrangement so that we would 
not have to insist upon dollars for exports of surpluses? 

Dr. FrrzGrravp. I think it could be increased a little, but I do not 
think it would amount to very much, unless the United States Govern- 
ment one way or the other was prepared to hold commodities for which 
there was not any adequate or satisfactory domestic demand for the 
time being. 

The CuarrMan. Where do you think the most fertile fields for 
expansion of trade lie, both in exports and imports? 

Dr. FirzGeravp. In the case of imports, I think there are three 
kinds of general areas in which imports would be likely to increase if 
we would permit them to do so. The one would be in those kinds of 
commodities which have a relatively high element of labor cost in 
them—Belgian laces, for example, on which there is now a very high 
duty, I think 100 percent duty. Imports of commodities which have 
a high element of labor in them, on which tariffs are now relatively 
high, would increase if tariffs were reduced on them. 

The second group of commodities unquestionably are specialty 
agricultural products, in which there would be an increased volume of 
imports if the present limitations of one kind or another were reduced 
or eliminated. I think there is a good deal of business in certain of 
the metals, in the minerals field, for which imports would increase if 
the present tariff structure were reconsidered. For example, I am 
told imports of magnesium would increase very sharply if it were not 
for the relatively high United States tariff that now exists on 
magnesium. 

The CHarrMAN. Does this forced filling of the dollar gap which you 
spoke about affect agricultural exports from this country more 
adversely than it does the nonagricultural exports? 

Dr. FirzGeravp. I am not sure whether I can answer that question 
satisfactorily, Senator. I think that for certain basic agricultural 
commodities —wheat, cotton, tobacco, particularly—the rest of the 
world does have to come to the United States in any event for its 
marginal requirements. 

| do not think the forced filling of the gap has any appreciable 
effect on United States exports, of say wheat, cotton. I think it has 
an appreciable effect upon United States exports of a large list of other 
commodities 
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The CHAIRMAN. Fruits and vegetables? 

Dr. FirzGeraup. Fruits and vegetables, particularly. I think it 
limits United States exports of a wide range and a long list of, shall 
I say, luxury industrial products—automobiles, television sets, and 
soon. I do not think it has much effect upon the exports of heavy 
equipment and other kinds of industrial products of which the United 
States is by all odds the leading producer, and is producing the best 
quality product. In fact, I think those probably are about the 
maximum 

The CHarrRMAN. Senator Hoey, any questions? 

Senator Horny. Nothing 

The CHAIRMAN. Do you have any questions, Senator Johnston? 

Senator JOHNSTON. No. 

The CuatrMan. Is the Mutual Security Administration making any 
substantial purchases of agricultural commodities in the United 
States today? 

Dr. FirzGreraup. Relatively small 

Senator Horny. Of what does it consist largely? 

Dr. FirzGrravp. I would expect our authorizations for the pur- 
chase of agricultural commodities in the United States so far this 
fiscal year would run maybe $250 million. 

The CHarrMan. And that would be largely cotton? 

Dr. FirzGeRALp. The largest single one of those would be cotton 

The CuarrMan. Do you think that price-support programs are 
substantially increasing would market prices today? If so, is that 
a good thing or is it not a good thing? 

Dr. FirzGrravp. | think that they are; that the United States 
domestic price-support programs—at least for certain commodities 
are maintaining world prices in those commodities at a level higher 
than would otherwise be the case 

1 think a good example is wheat, where it seems to me that it is 
inevitable that, with a United States internal support price of $2.20 
a bushel, or $2.21, I believe it is; and with the rest of the world having 
to come to the United States for a substantial marginal proportion 
of its wheat requirements, that that tends to put a floor under wheat 
prices throughout the world. 

The CHAIRMAN Would the rest of the world be able to get an 
adequate supply of wheat if it were not for the surplus production of 
the United States? 

Dr. FirzGeraup. Certainly not. 

The CHatrmMan. We thank you for coming up here this morning, 
Dr. FitzGerald. If we need more information, we will not hesitate to 
call on you. We are getting this background information with the 
expectation that it is going to help us in considering legislation a little 
later on. 

These hearings are going to continue for a couple of weeks or so 
more. We have tomorrow, Herschel Newsom, master of the National 
Grange. On Friday, Homer Brinkley, representing the National 
Council of Farmer Cooperatives. 

On April 20, Stanley Andrews and Edmond Streator of the Tech- 
nical Cooperation Administration of the Department of State will 
come up here and tell us a story which we did not have time to listen 
to a few days ago when they were here 
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On April 21, the National Farmers Union will have a representative 
And on April 22, the United States Tariff Commission. That will 
complete the general testimony on this subject of exports and imports. 

Then we have had several specific groups—I believe dairy, tobacco, 
and grains—who have asked to tell the story from their particular 
viewpoint. That will run for another week or two. 

We do have legislation which must be considered before it gets too 
late in the season, however; but I think we are not losing any time by 
having these hearings now and getting a general picture of the situa- 
tion, because 1 for one will be helped in considering the specific 
proposals for legislation which will come along a little bit later. 

What you have told us this morning, which will of course be incor- 
porated in the record of these hearings, is bound to be of help. I do 
not know whether these charts can be put in the reports or not. It 
would be very helpful if they can, although undoubtedly they would 
not be in color; but the colors can be indicated in some way. 

The committee will recess. 

(Whereupon, at 11:05 a. m., the committee recessed until Thursday 
morning, 10 a. m., April 16, 1953.) 
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THURSDAY, APRIL 16, 1953 


Unirep States SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washi gton, or Gy 

The committee met, pursuant to call, at 10:15 a. m., in room 324, 
Senate Office Building, Washington, D. C., Senator George D. Aiken 
of Vermont presiding. 

Present: Senators Aiken (chairman) and Hickenlooper 

The CuarrMan. The committee will come to order. And we will 
proceed with the hearing on exports and imports, and the effect on 
the American farm programs. 

Several of our members this morning are at executive committee 
meetings and will not be able to be here. 

Senator Schoeppel has sent word that he cannot be here today and 
tomorrow because he is chairman of the Senate Small Business Sub- 
committee, and they are holding meetings of their own, but that he 
will get back here just as soon as he can 

That applies to some of our members that are now considering 
agricultural appropriations as well as other meetings. 

We have with us this morning representatives of the National 
Grange; the National Master, Herschel D. Newsom, and Mr. J. T. 
Sanders, legislative counsel. 

| notice that Mr. Caldwell, master of the North Carolina State 
Grange is in the room. And probably we have others. 

I understand the testimony is to be given by Mr. Newsom and 
Mr. Sanders. 

Mr. Newsom, if you will take this seat here, we will proceed with 
your statement. We will call on Mr. Sanders next. 

I notice that you have prepared statements. 

Mr. Newsom. May I say, Senator, that the gentlemen with us are 
members of the executive committee of the National Grange. Perhaps 
it would be in order to introduce them. 

Henry P. Carstensen, master of the Washington State Grange, is 
chairman of our State executive committee. 

Harry B. Caldwell, whom you have already introduced, is a member 
of the executive committee; also master of the North Carolina State 
Grange. 

Ray Teagarden, master of the Kansas State Grange, is also a member 
of the executive committee. 

By the way, he happens to be a director of the Farm Credit Ad- 
ministration in the Wichita District. 

L. Roy Hawes, the fourth member of the executive committee, 
seems to be out at the present time. He came in with us; but | think 
he went on a rush errand over to the House Office Building for some 
reason. He will probably be back in just a moment. 
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The Cuarrman. Mr. Newsom, we know there is no need to impress 
upon you the importance of the subject which this committee is taking 
up at this time. 

We hope from the information we will receive at these hearings that 
it will be a help to us in formulating programs. I will not say legisla- 
tion, because we do not know what legislation will be necessary. But 
I will say programs for the future. 

We feel that we cannot even consider agricultural programs for the 
United States today without considering what is going on in the other 
countries of the world and particularly the export-import situation 
which has a very vital effect upon our own programs. 

And we are very glad that you representatives of the Grange can 
be here. We always respect your views. 

You might go ahead with your statement at this time. 


STATEMENT OF HERSCHEL D. NEWSOM, MASTER, THE NATIONAL 
GRANGE 


Mr. Newsom. May I say first of all, Senator, that the very remarks 
that you made are most encouraging to us, because it is our firm 
conviction that the major error that we have made in a quarter of a 
century of so-called farm programs has been to seemingly proceed 
on the assumption that we can solve our farm problem entirely within 
the business of agriculture. 

And by the same token, I think in one sense of the word, you will 
have to indict the whole process of government in America rather 
vigorously, over all of this period of time, because of the fact that we 
have approached our own problems in complete ignorance oftentimes 
in our relationship with the rest of the world. 

And that is about what you said just a moment ago. And it is 
refreshing and encouraging to us to know that your committee, and to 
a large extent the new administration, seemingly recognizes this 
fundamental fact. 

I think perhaps, Senator, that it probably would conserve your time 
and ours to just read this statement. It is rather brief. 

Dr. Sanders and I have agreed to divide the time. Neither of our 
statements are too long. 

We have brought along a so-called fact sheet that we released some 
time ago that got rather widespread publicity. We do not intend that 
it be filed and made a part of the statement. It is submitted to the 
members of the committee for this committee’s pleasure. 

The CHarrMan. Well, I would say, Mr. Newsom, that you and 
Dr. Sanders have roughly about 15 minutes apiece for your statement. 
And we have had the experience of having witnesses undertake to 
summarize statements rather than reading them and take about three 
times as long to summarize them as they do to read them. 

So, in the interest of saving time, maybe it will be well for you to 
read the statement. 

Mr. Newsom. I think perhaps we have been guilty of that a time 
or two 

The CHAIRMAN. Most witnesses think of so many other things 
when they start to summarize their statements that it usually takes 
longer. 


REE 
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Mr. Newsom. It seems perfectly clear that the nation faces a situa 
tion wherein she must clearly make a choice between one of two alter- 
natives insofar as the agricultural segment of her socie ty is concerned. 

Either we will endeavor to formulate a policy that will recapture a 
normal or ‘“‘natural” portion of the world’s markets for our American 
agriculture—on the basis of efficiency of production and marketing 
plus quality of product as compared with the rest of the world, or we 
will inevitable be faced with the other alternative. 

This is the establishment of further retrictions on production, 
quotas or cartels on sales—a rationing of markets, if you please —for 
the sake of maintaining price. This latter course is obviously the 
road to declining production and to a further shrinking of our markets 
It is the road which ignores the principle of permitting the most 
efficient producer to compete fairly for the market. 

It is the route to a lower standard of living by reason of a lower 
volume of production. It leads to the end product of higher unit 
costs and eventually to economic disaster, not just for American 
farmers but for all of America. I use the term ‘‘recapture a normal 
or natural portion of the world’s markets for American agriculture” 
because that is exactly what we must do 

We must recognize that by reasons of the trading policies that we 
and other countries of the world have followed over the past quarter 
of a century, we lost during the 1930’s and early 1940’s, and are now 
again rapidly losing, much of the world market that we once enjoyed 

Our program of supporting farm prices at high levels through 
Government purchases and nonrecourse loans, without an accompany- 
ing program (perhaps a two-price system) to hold our fair share of 
the world market, has resulted in a situation best described as “‘sub- 
stantially pricing ourselves out of the world market 

This has happened despite the fact that American agriculture is the 
world’s most efficient producer of nearly all food and fiber products 
We have had no moral or economic right to pursue so long this 
“relief type of program and ignore world prices.”’ We are now paying 
the penalty for the sake of a temporary program of expediency. 

The choice between expanding markets, particularly our export 
markets, on the one hand, and restriction of production and domestic 


sales, on the other, should be easy. It is far easier, as a matter of fact, 
than to motivate that choice. The penalty of failure compels the 
most vigorous effort of which we are capable. Success must be 


achieved. 

Just as the farm price problem can never be solved on any more 
than a temporary basis entirely within the business of agriculture; 
just as it has a definite rel: ationship with all other segments of Amer- 
ican society, so we must recognize that it is impossible to divorce 
our foreign-trade problem from our domestic policies, especially 
pricing problems. 

This nation has been isolationistic—in our commercial and trading 
policies and programs—while endeavoring to be internationalists and 
interventionists in a military sense in our program of direct foreign 
aid at the expense of American taxpayers. 

We hasten to make clear that we are not condemning America’s 
military endeavors during my lifetime; neither do we condemn the 
principles of economic assistance or mutual security as we have 
known it. 
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But over the long-time pull it makes no sense to American farmers 
to put all of our dependence on military might and direct foreign 
economic assistance programs, and at the same time refuse to develop 
policies that will stimulate profitable trading relationships among 
those same countries and ourselves, and build economic unity among 
“free peoples.”’ 

Military might in our own hands and in the hands of those who 
are at least temporarily within our political orbit only provides the 
time during which we have an opportunity to develop a sounder 
economic base. A stronger economic base in turn provides a stronger 
political and military base, and will most certainly diminish the neces- 
sity of the latter. 

Normal or natural movement of goods and services, according to 
economic advantage, therefore, is more than a necessary tool for help- 
ing to solve the farmers’ economic problems. It is the real road to 
peace. 

[t tends to remove the causes of war. I believe I can understand, 
however, that there are real and valid reasons for failing to remove or 
eliminate all of our own trade-barrier practices suddenly. I am 
certain also that we would be unsuccessful if we were to attempt to 
eliminate all such practices among other nations. In a like manner 
it is useless to talk about the sudden and complete elimination of all 
State trading practices. Their gradual elimination on a purely hor- 
izontal, across-the-board, sort of a basis is unsound. 

May I say parenthetically that you will notice that I have refused 
to use the word “foolhardy” there. I would like to make a confession. 
As a lifetime farmer from Indiana, I find it difficult to dictate or pre- 
pare statements that are devoid of these long sentences in which I am 
in the habit of talking. 

And some of our very helpful friends like to try to cut down the 
sentences once in a while, and I appreciate their help and their good 
intentions, but occasionally they put in a word that is not mine. And 
we have some good friends, some well-meaning and sincere friends, 
who think that the real approach to this problem is a horizontal and 
general across-the-board lowering of policies. 

I do not want to call them foolhardy, because they may be nearer 
right than I think they are. I just do not believe that that is the 
way to doit. That is all. 

This whole complex structure has obviously been born of the desire 
to prevent the natural or normal flow of goods and services according 
to efficiency. It has been conceived to prevent the normal operation 
of the natural economic law of supply and demand. 

In America’s early history, as we understand it, there probably 
were some basically sound economic reasons to tap or take advantage 
of the agricultural producers of this country and their marked greater 
efficiency for the benefit of an infant and needed industrial expansion. 
I certainly do not intend to pose as an expert on tariffs, trading poli- 
cies, or other devices designed for the purpose of preventing, restrict- 
ing, or eliminating competition on the basis of efficiency, neither do I 
make any claims at being a trained economist. 

It does seem clear to me, however, that our failure as a nation to 
recognize that we could not indefinitely continue to tap agriculture’s 
superior productive resources and efficiency here in America to main- 
tain a system that provided higher than world costs of production in 
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our farm industry and higher than world income outside of agriculture 
is one of the basic causes of our 30-year-old farm problem. It is like- 
wise clear that our protective tariffs on industrial products have pre- 
vented food deficit countries of Western Europe (and other areas) 
from selling their industrial goods and other commodities to us to 
earn dollars with which to buy our food and cotton 

The fact that American farmers are today realizing the lowest per- 
centage of the total national income in history—except for 1 year—is 
an end product of this platform. In the midst of high purchasing 
power, a high level of gross national output, high industrial profits 
and high industrial wage rates, there is no escape from the fact that 
the approximate 30-percent decline in the value of our agricultural 
exports, coupled, of course, with continually increased costs of pro- 
duction, is of serious consequence. 

Actually, farmers only received 7.3 percent of the total national 
income of 1952. With the single exception of 1932 when it was also 
7.3 percent the farmers’ share of the fruits of the Nation are at an 
all-time low. I need not remind this committee that the level of net 
farm income at the present time is below the average for 1952. That 
is why I say right now we are probably at an all-time low insofar as 
the farmers’ share of the national income is concerned. 

The truth is that we must recognize that nations are in at least one 
respect exactly like us as individuals. They must earn the dollars 
with which to purchase our goods for which we want dollars. Unless 
they earn these dollars they can no more buy our goods than I can 
buy a new automobile unless I earn the dollars with which to buy it 

1 believe that one of the major factors in the drastic price decline 
that hit American agriculture in the early 1920’s and which eventually 
was reflected on the total American economy in the late 1920’s was the 
loss of natural markets in Western and Central Europe. War had 
impoverished that great normal market for the American farmers 

Western Europe imports one-third of every bite of food that it eats 
and more than one-third of all of its fiber requirements. It needs our 
agricultural products and we need this foreign market. Prior to 
World War I, we had been a debtor nation. We had, therefore, been 
sending abroad dollars in interest and principal payments. No doubt, 
many other factors about which I know nothing contributed to that 
normal trade relationship which World War | disrupted. 

We, ourselves, as a nation, cannot escape the blame for a short- 
sighted, economically unsound peace treaty that impoverished and 
virtually destroyed the German economy. The economic chaos that 
resulted was augmented further by a combination of the terrific cost 
of war. All of this prevented economic recovery and created chaos 
Chaos led to dictatorship which in turn proved to be not the road to 
peace, but the road to another war. 

We want a positive rather than a negative approach to this whole 
policy. 

We must, if it is at all possible for us to do so, reverse our approach 
to trade among nations. Instead of seeking to limit or prevent for- 
eign goods from coming into America by raising tariff rates, imposing 
quotas, et cetera, let us start with the existing restrictions and work 
the other way. Let us begin to basically modify the High Tariff Act 
of 1930. 
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I might say parenthetically that it is a bit ironic in my judgment 
that we had had a little bit of lip service during the past 20 years to 
increasing foreign trade; and we have had some c condemnation of trade 
barriers; and yet in 20 years’ time, we have never modified basically 
the many -times-abused Smoot-Hawley Tariff Act of 1930. 

Let us gradually modify these practices in the right direction and 
under a sound and constructive formula. As I have said above, we 
do not seek to either destroy the practices suddenly or reduce them 
arbitrarily by a given or fixed percentage. We urge you to modify or 
break down these barriers to international trade in proportion to the 
increased dollar income that will be provided in America by the expor- 
tation of otherwise nonmarketable products. 

Let us always seek to use that increased dollar income, or at least 
some reasonable portion of it to purchase the products of foreign 
nations that must spend dollars if they are to continue to buy our 
farm and other products. I believe, therefore, that this is a funda- 
mentally sound objective and one that should be capable of develop- 
ment. 

At least we should seek to develop something in the nature of a 
“world trade certificate’? which could be used under certain restrictions 
to stimulate the importation of efficiently produced foreign products 
into this country in some direct relationship to this country’s ability 
to export otherwise nonmarketable products to foreign markets. 

Such a certificate would stimulate a profitable two-way or multi- 
lateral trading operation by encouraging imports in direct proportion 
to the building of our export business. 

By making it valid as payment of import duties with a value deter- 
mined by the exports of which it is evidence and by sound control of 
its use In paying import duties, this device could surely promote 
markets for those farm products in which we are most efficient. 
This would happen at the same time that we were providing an 
American market and the necessary dollars needed by our foreign 
customers in proportion to our own expanded income. This would 
be accomplished without threat of economic aggression on established 
American enterprise and jobs. Over a long time operation period 
its effect would be highly significant. 

This idea would have a basic similarity to the old export debenture 
idea advocated by the Grange 25 years ago. It would be distinctly 
different from that mechanism, however, in that its redemption 
would be controlled or restricted perhaps under the authority of the 
Federal Tariff Commission or some other agency. 

To be successful this sort of a program would have to be adminis- 
tered by an agency dedicated to the sound promotion of profitable 
trade among nations, rather than to its restriction. Such a program 
would necessarily have to be slow with its operation if we were to 
guard against undue damage to certain established industries and 
their workers. However, I believe the world trade certificate plan 
could be the basis for an expanding economy and a rising level of 
income not just in America, but in all of the nations with whom we 
would thus trade. 

Then its very operation would be just the reverse of economic 
aggression on anybody. It would provide increased opportunities 
and expanded liberty and freedom. 

In fact, we are considering the possibility of using this mechanism 
in conjunction with the probable extension of reciprocal trade agree- 
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ments. The peril point approach now as part of those agreements is 
not satisfactory to us even though we recognize the seeming compul- 
sion of some such safeguards in trade concessions or negotiations. 

The widespread interest and concern over markets for agriculture 
gives us cause for encouragement. The recognition by this adminis- 
tration of the tremendous importance of developing a broad foreign 
policy with due recognition to trade relationships between the United 
States and the rest of the world provides a basis for real hope. The 
peculiar stake of American agriculture in correcting the situation 
under which we labor prompts us to urge the Congress to take certain 
steps. These steps should involve a vigorous examination of general 
trading policies, involving not only tariffs but also State trading 
practices, export and import licensing and currency exchange control 
and other restrictions interfering with the exchange of goods and 
services as dictated by efficiency of production and quality of materials. 

May I say again, Mr. Chairman, parenthetically that I think it is 
worthy of mention here than an illustration of the type thing that 
[ have in mind can be found in the fact that even in the face of 
an estimated 15 million ton cereal grain shortage in the world right 
now—and may I say even parenthetically to that that we must 
not underestimate the importance of food in this worldwide revo- 
lution—we must ask ourselves why in Heaven’s name it is that the 
Communists have incited trouble in the Rice Bowls of Asia, why it is 
that they went into South Korea at a time when South Korea for 
the first time in its history had just recently become an exporter of 
rice, Why Thailand and Burma and Indochina. The only efficient 
food-producing areas of Asia are the areas where we are having 
trouble. 

I am saying to you here that here in the face of all that kind of a 
situation we have an export embargo virtually on our fine American 
rice. 

Japan would like much to use some of the dollars that they acquire 
by reason of our occupation forces being over there, and for other 
reasons to buy our rice. But we prohibit its export for the sake of 
price perhaps more than anything else. 

We talk a lot about the subsidy to American cotton growers. | 
would like for us to remember for a fact that for a whole vear we 
prevented the export of American cotton so that we could force 
American cotton growers to accept an average price throughout the 
year of 33 cents a pound, when the Brazilian cotton producers got 
an average price of 58 cents a pound. 

I am just trying to say that the American farmer may be the bene- 
ficiary of some of these restrictive policies over a short period of time; 
but we have reason to question whether or not it works even to give 
us a fair break over the long pull. 

We respectfully submit that the Congress itself should establish a 
bipartisan committee or commission to work separately to some 
extent, but certainly to be available to work jointly with the Presi- 
dent’s policy-forming group and to work with Secretary Benson’s 
Foreign Agricultural Service in the Department of Agriculture. 

The CuarrMan. Are vou familiar with the proposal made by 
American Farm Bureau President Kline day before yesterday for 
establishing a 21-man commission to study the whole question of 
exports and imports. 
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Mr. Newsom. I have not had a chance to see the proposal that 
Allan finally made; but we have talked over the general subject 
matter a great deal. 

I would question whether or not I find very much in Allan’s pro- 
posal to disagree with; because we do not disagree too much on that 
subject matter in conversation. 

The CHarrMan. Well, I wondered how closely the recommendation 
you have just made would go along with the proposal which he made 
the other day. 

Mr. Newsom. Without being familiar with the proposal that he 
made, let me just say that I have a little fear of too many independent 
studies of this subject matter evolving even perhaps more confusion 
rather than to eliminate the confusion, as I think I have said in the 
next paragraph or two. 

The CHAIRMAN. That is a question which I asked him about: 
Whether an independent commission could do something which the 
executive and legislative departments could not already do. 

Mr. Newsom. I think it is a good question. I have the feeling 
that perhaps there might be that difference between Allan’s position 
and my own as the result of the conservations we have had. 

The CHAIRMAN. But you all agree that a thorough study should be 
made? 

Mr. Newsom. We do. 

Thus it would seem that we might provide additional assurance 
that we may be able to eliminate some of the confusion that has 
developed by lack of a broad and constructive, all-inclusive, policy 
wv program. ‘This is far better than a piecemeal approach. 

A definite example of much confusion is provided in the fact that 
the National Grange has found it necessary to support a violation of 
our general overall policies ype regard to section 104 during the past 
year. The reason for rigid or definite quotas against imports is 
basically in violation of our Gra ange policy. 

Yet we could not oppose section 104 because of our existing high 
level support program on dairy products. Obviously we cannot sup- 
port prices under the present program without preventing a flood of 
imports through something in the nature of section 104. Especially 
is this true without some rather definite modification of section 22 or 
at least a modification in the manner under which that section has 
been administered during the past few years. We must find a good 
answer rather than to permit ourselves to be faced with undesirable 
alternatives. 

This is more than an agricultural price problem. It is a problem 
that is a large part of the whole subject of freedom and opportunity 
and it most certainly is a problem that has a definite relationship to 
our opportunities to attain peace among nations. 

It, therefore, is a problem worthy of the best that we have. 

May I add, Senator, that I was thinking about your question con- 
cerning the proposal of the Farm Bureau president, and as I have 
finished reading this statement, I think it might be appropriate to say 
to you about what we said to the White House, namely, that we want 
any study that the Congress makes and any study that the executive 
department of the Government makes to be coordinated for this 
very reason. 
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1 happen to know that one of the Cabinet members made the state- 
ment not long ago that he was going to have to oppose the extension of 
section 104. The Department of Agriculture is going to try to guard 
against an out-and-out conflict there. But unless we can get some 
modification of section 22 or unless, as I have said, we can have some 
assurance that section 22 will be used to prevent the situation that 
compelled section 104, we just will not have any choice 

And that is what I meant by the confusion that we have 

Mav I suggest, Mr. Chairman, that I would be more than happy 
to discuss this subject matter within the limits of vour time; but 
perhaps it might be more appropriate to suggest that Dr. Sanders 
make his presentation first. And thea if you want to discuss it with 
both of us, it might save your time 

The CHatrMAN. What do you say to that, Senator Hickenlooper 
Do you want Dr. Sanders’ statement or do you want to interrogate 
Mr. Newsom now? 

Senator HickmeNLoopeR. Well, I have to be gone at 11:30, Mr. 
Chairman. I would only have a couple of questions, I think. But 
if they had rather present Dr. Sanders’ statement now, it will be all 
right. 

The CHatrmMan. Why don’t vou ask him right now 

Senator HickENLoopeEr. If 1 could, it would be helpful, because I 
have to go at 11:30 for another engagement. 

I want to thank you for your statement, Mr. Newsom. 1 think | 
thoroughly agree that it is a troublesome problem, and has been for 
a long time. And especially am | concerned about the declining 
percentage or the lowering percentage of the national income that 
goes into the farm economy. 

I have been concerned about that for a number of years. I am 
interested in your reviving again the matter of a commodity dollar or 
a debenture credit certificate or whatever you might call it, as a 
matter of exchange for the payment of duties and other things. 

What it amounts to is a sort of commodity dollar certificate, is it 
not? You have a certificate issued against commodities? 

Mr. Newsom. No. Apparently I have not made that very clear 
to you, Senator. 

This certificate would be valid only as payment of import duties. 
It is not a script. It is not proposed that it have any cash value. 
It would not be worth a nickel for anything except to pay import 
duties in proportion 

Senator HickENLooPER. Would it be in the nature of an inter- 
national certificate, good on commodities that we export to other 
countries? 

Mr. Newsom. May I say that this is one that we do not have com- 
plete agreement on even in our own group. And it is not completely 
developed. But my present feeling on that question is that it probably 
would need to be confined within American shores. 

Senator HickENLoopreR. Then we get to the point: what is its 
value? Does it have any intrinsic value? 

Mr. Newsom. Only as payment of import duties. 

Senator HickENLOopER. How do we convert the certificate imto 
dollars? 
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Mr. Newsom. May I use an example? I like to use wheat as an 
example, because in all the world there is no more efficient wheat 
producer than the American farmer. 

That is an indisputable fact as far as I know. We have a theoretical 
tariff on wheat now in the amount of 21 cents a bushel, as I recall it. 
Let us assume then that an exporter of wheat under this plan would 
get a trade certificate in the value of 21 cents a bushel for a thousand 
bushels of wheat, let us say, that he exports. 

That certificate or those certificates, at $210, would be good as pay- 
ment of import duties. 

Senator HicKENLOOPER. You mean he would take that $210 and 
buy something abroad and use that certificate to pay the import 
duties? 

Mr. Newsom. He would not buy something abroad with that $210; 
he would buy something abroad with dollars; then, as he imported that 
commodity, he could use the certificate up to the extent of $210 to pay 
the import duty on the commodity that he brought in. 

Senator HicKENLOOPER. That is what I meant. I did not say it 
properly. 

Mr. Newsom. Well, we recognize immediately that we have gone so 
far down this restrictive sort of a road now, and we have built up so 
many barriers—for example, we have imposed barriers against the 
importation of textiles from Great Britain or any place else 

Senator HickENLooPER. Just pursuing this certificate just a second: 

He sends a thousand bushels of wheat abroad. He has issued a 
certificate of $210. Where does that $210 come from? Does it come 
out of the price? 

Mr. Newsom. No. Actually it would not come out of the price. 
It would tend to increase the price of that wheat by something a little 
less than 21 cents a bushel over the world market. 

Senator HickeNLooper. Let us take an arbitrary figure of $2 a 
bushel. It is not that high when we send it under the International 
Wheat Agreement. Let us say he sends that over at $2,000. That 
is What they are supposed to pay for it overseas. He gets a certificate 
of $210 which is 21 cents a bushel. Now, is the $2,000 which he gets 
from overseas reduced by $210? Does our Government put the $210 
on top of it? 

Mr. Newsom. Not directly at all. Our Government would just 
fail to collect that $210 when the imports come into this country. 

Senator HickeNnLooprer. That is taking off import duties. In 
other words, it is just abolishing import duties. 

Mr. Newsom. Yes. 

Senator HickENLoorer. The point is, why go through that kind 
of paper work? Why not just say there will be no import duties? 

Mr. Newsom. For the simple reason, which I tried to set out in 
my statement, Senator, if you can develop such mechanism that will 
gage the volume of our imports in comparison to our exports, you 
ean see that there is the possibility—I do not want us to get bogged 
down in mechanisms too much until we agree on the fundamental 
objective; and I think there is where we oftentimes have made a 
mistake. But I am saying to you that my objective is just this: if 
we can provide for using the increased income that would come about 
by exportation of this thousand bushels of wheat for which there is 
no market otherwise and hence no income; then we can use that addi- 
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tional income to provide markets for our friends abroad without 
seriously damaging the established businesses in this country. I be- 
lieve we could do this if we could actually work it the way I am 
trying to talk about working it, namely, to provide for increased im- 
ports only to match in some direct rel: ationship the increased income 
that is derived from the increased exports. We have then simply 
expanded the total economy; we have expanded our domestic volume 
of goods and services. 

And that is in the final analysis the measure of the standard of 
living. 

Senator HicKENLooPeR. And balance the trade or come close to it 

Of course, we used to ship gold back and forth when we had a gold 
standard. If the balance got a little out of kilter, we would send 
some bars of gold overseas, Or they would send some here periodically 
to balance that situation. But we have no standard of value today. 

I do not know what the standard of value is in the world. We 
talk about dollar exchange all of the time. Well, in many ways, that 
is something that bounces up and down. 

In Canada, for instance, or Venezuela is another example, and 
other places in the world, people just will not buy currency for dollars. 
You cannot exchange it. We have no medium today which is a re- 
liable base or floor. And unless we go back to, for instance, a gold 
standard, by way of suggestion, if we could, or unless we can get on 
some kind of a reliable barter basis in which goods are the standard, 
then that presents infinite difficulties. 

Mr. Newsom. If I may so state, I think you are going to have to go 
a lot deeper than that. You are going to have to go back to the cause 
of our having to abandon the gold standard. You are going to have 
to go back to the necessity which brought about the depreciation of 
the British currency. 

Actually, they had to depreciate their currency to try to scale our 
walls and get textiles in here so that they could earn dollars. Now, 
our textile workers are saying that they have done that so effectively 
that they are putting so many textiles in here that we have got to 
turn around and raise our tariff on textiles again. You know the 

history of that developme nt. 

We had to add a duty of 25 percent on textiles. And then by cur- 
rency manipulation they managed to scale that. So then we slapped 
on another duty back in 1930 in the amount of what—27 or 37% cents 
a pound? 

Now, then, the currency of Great Britain has recently been devalued, 
and by that process our eastern markets here have an increasing vol- 
ume of British textiles. 

It is worrying the CLO textile workers. So what do they propose 
now? That we increase our tariff to 45 percent ad valorem—that is 
their proposal. 

Senator HickENLoorrR. Well, of course, it is always difficult for a 
nation with a wage scale of $1.50 or $2 a day, or even less, to buy goods 
created on a wage scale of $8 to $10 a day. 

I mean that is one thing that is very difficult. And it is very doubtful 
whether even modern efficiency can overcome that spread of wages 
I mean a fellow that earns a couple of dollars a day cannot buy 
products made on a $10-a-day basis 
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Mr. Newsom. We recognize that truth; but that is not the whole 
story either, and I do not mean to imply that you think it is. But I 
am simply trying to say that efficiency of production in the final 
analysis just cannot be ignored indefinitely without getting us deeper 
and deeper into this kind of difficulty, 

Senator HickENLOorER. The more efficient our production, the 
more difficulties we have in some fields. I think that is true because 
we begin to produce surpluses. 

Mr. Newsom. But it is only true because we have been parties to 
the erection of these economic barriers. 

Senator HickeNLoopER. Well, I do not think there is any question 
but that you have a very persuasive argument. But it runs in my 
mind that even leaving out the question of whether we can sustain a 
standard of income in this country with the elimination of all tariffs, 
and the righteousness or the lack of righteousness of that philosophy, 
even with the elimination of all tariffs, the percentage differential 
there might not be nearly sufficient to begin this balking of this lower 
trade. However, I just don’t know. 

Mr. Newsom. | assume that you recognize, but I want to be sure 
that you do, that we are not just talking about elimination of tariffs. 

Senator HickENLOoPER. No. I understand that you are not. 

Mr. Newsom. We are talking about elimination of all of these 
barriers, these currency manipulations. I agree with you thoroughly. 
I do not know whether it is appropriate subject matter in this partic- 
ular hearing or not, but I agree with you thoroughly that one of our 
basic problems is a lack of ability to define a dollar. 

We do not know whether the dollar that the American farmer con- 
tracts to pay debt on today is going to be a 40-cent dollar or a 200- 
cent dollar 5 years from now. And that is a terrific problem. 

But I think that problem in itself has arisen out of the fact that we 
have tried to manage our own dollar value in this country without 
recognizing the value of the medium of exchange of other countries 
and without recognizing that we ought to trade with them on the basis 
of their efficiency as well as our own. 

Senator HickeENLooprerR. Thank you. I did not want to hold this 
up. I just had those questions that I wanted to ask you. 

Mr. Newsom. I appreciate it. Thank you. 

The CHarrMAN. I think, Senator Hickenlooper, that one thing for 
us to worry about is failure of American agriculture to keep pace in the 
field of earnings and income with the other segment of the economy. 

A few days ago, I asked Oris Wells, Director of the Bureau of 
Agricultural Economies, if he could not determine for us just what is 
happening in that field, how well agriculture is keeping pace with 
industrial labor, and also with other segments of the economy. 

I got a letter this morning from him. Now we know that farm prices 
today, I think, are about 94 percent of parity. And I wanted to 
know how well industrial workers were doing. 

Of course, we know corporations are also doing very well today. 
And in the communication which I received this morning, I will just 
sum it up in one sentence here, and this was from figures of the 
Bureau of Agricultural Economics and also from the Bureau of Labor 
Statistics: The actual w age rate reported in February 1953 of $1.742 
was 305 percent of the 1910-14 wage rate adjusted for the increase 
in the cost of living. 
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That is, the rate of labor was based on parity as the price of farm 
commodities is. 

Senator HickENLOOPER. What was the farm income based on in 
1914? 

The CHarrMan. | think it is 94 percent of parity today; but it 
would be 305 percent as far as labor goes. 

Senator H1ckENLOOPER. Parity today is not based on that formula, 
is 1t? 

The CHAIRMAN. As far as the basic commodities 70, we suspended 
the modern parity formula; so, the price of wheat, cotton, corn, 
tobacco, peanuts, and rice is based on the 1910-14 formula. 

Had the modern parity formula been permitted to take full effect, 
we would have had some different results 

Senator HickreNLooper. You cannot translate parity necessarily 
into wages? 

The CHarrMan. Well, that is what I asked him to do, and this is 
what J got as a result. 

Senator HickeNLoopER. Ninety-four percent of parity would mean 
that the farmer is 94 percent able to buy the things he needs now 
as compared to the 1914 level. 

But, that is not necessarily wages. That is a yardstick set up on 
the present advanced condition. What is the farm income? I mean, 
what is the average farm income today as compared to that time? 

The CHatrMan. Mr. Wells testified before the Subcommittee on 
Appropriations to the effect that the average farm wage today is 
around 85 cents an hour. The average hourly earnings of the farm 
operator, the owner of the farm, is somewhere from 75 to 80 cents an 
hour. And, so, | asked him to figure the earnings of labor on a parity 
basis as we do agriculture—what the results would be. And it turns 
out to be 305 percent of the 1910 to 1914 wage rate adjusted for the 
increase in cost of living. 

And this does not include the fringe benefits, unemployment com- 
pensation, social security pensions, life insurance, hospitalization, 
paid vacations, bonuses, profit-sharing, and so forth That is esti- 
mated by the United States Chamber of Commerce; and, of course, 
that is not an official figure, but it would be 31 cents an hour. 

Senator HickENLooper. Nor does it include the hazards of capital 
investment. 

The CHarrmMan. That is right. What I am pointing out is the 
income of other persons. ‘The rates of other factors of our economy 
are going off and leaving agriculture today 

Senator HickeNLoopER. There is no question about that, but I 
was just trying to get a little more comparative figure 

The CHatrMan. We do not begrudge the other sectors of the 
economy their higher income, higher standards of living, which they 
can enjoy. 

Senator HickeENLoorer. However, it runs in my mind that the 
figures were something like this—and | may be way, way off: the 305 
percent figure, or roughly 300 percent, was in my mind. It ran in my 
mind that the farmer’s net income—lI do not mean after his living was 
taken out, but what would be net income of the farmer—was around 
178 percent. I just have that figure some place in my mind. It was 
something short of 200 percent, putting it on a wage comparison basis 
and not a parity comparison basis. 
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The CuHarrMan. But the hourly earning of the farmer is between 
70 and 80 cents an hour. The average wage paid for farm labor is 
85 cents an hour. The average hourly earning of the industrial 
worker is $1.47. 

The average hourly earnings of the construction worker is $2.41 
The average hourly earnings for the retail trade, $1.354. So, the 
farmer is getting down into the class of the lowest wage earners today, 
which is not a healthy condition for the entire economy. It is good 
to have the others go up; it is not good to have agriculture left behind 

Senator HickeNLooper. Well, | think there have been continued 
false impressions about the so-called prosperity of the farmers even 
during the war years. I mean, when you shake it all down and get 
his net income, actually what his net has been, his investment, his 
hazard, and all those things, vou will find his net has been lagging 
way below the net income of the other segments of the economy. 

The CHAarRMAN. What prompted me to ask Mr. Wells to work out 
this information for me was that I was listening to the radio one night 
and heard a speaker say that labor had 75-cents-an-hour minimum 
wage which was comparable to a hundred percent parity support for 
farm commodities. 

He was using the argument—and he happened to be a Member of 
Congress—that if labor had 75 cents minimum wage that farmers 
should have a hundred percent supports 

Senator HickEnLooprr. Well, let me just illustrate quickly what 
I mean. I had a survey run one time in about 1944. It was during 
the war. Prices were high. And that was, I think, the vear they ran 
fantastic pictures of the two-Cadillac farmers. You can find a few 
farmers that have two Cadillacs; but most of them are lucky to keep 
a little baling wire around the old jalopy. 

But in my State, I found the average farm was 164 acres, I believe 
162 or 164. It took the labor of three and six-tenths people to operate 
that plant in all of its phases; I mean the wife taking care of the milk- 
ing and the eggs, and all the rest, and perhaps at least six-tenths of 
one person at times there, in addition to the farmer. 

Now, in those days of supposedly great prosperity, the statistics of 
the Department of Agriculture and other statistics showed that the 
net return by way of wages on that plant, the total wages, was about 
$3,700. That was not cash; because out of that, they charged food 
and rent and living; that was his net wages. That was what he would 
get if he was standing at a bench. 

So, when they claim the farmer was rolling in prosperity, at least 
in my State, which is a pretty good farm State, the gross net wage 
that was being returned to that plant at the end of the year was 
three thousand seven hundred-and-some-odd dollars. And that was 
to pay three and six-tenths people for producing those products. 

His gross income was about $7,500 some place along in there; but 
50 percent of that was expenses—fence boards and wire and feed for 
the animals and all that sort of thing. So that when he got down to 
the net, what he had left over, out of which he had to charge himself 
with his living, his own living expenses, was approximately $3,700. 
And that had to be whacked up in some way between three and six- 
tenths people. 

And they were talking about the farmer just rolling in wealth. 
Well, he was not, comparatively speaking; because, at that time, you 
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could stand three and six-tenths people at a bench any place and have 
them draw their weekly wages, and I am sure you would have found 
that it would be many times that figure for that many people. 

The CHairMan. Well, much of the farmer’s see ming prosperity is 
represented by his constantly increasing indebtedness which we have 
had during recent years. And some of this prosperity as some of 
our national prosperity has been on borrowed money. 

Senator Hickentoorrr. Well, I think that the thing has been 
pointed out again, as it has so often, by Mr. Newson here when he 
shows a dec lining percentage of income going into agriculture. 

And I merely want to emphasize that the farmer has been on the 
diminishing end of this thing and has never been up to the real basic 
level of income. And other segments have been. 

Mr. Newsom. I hope, Senator, that you will not fail to look very 
carefully into the proposition that we will never be able to do very 
sank about that declining percentage of the national income for 
American farmers unless we either drastically reduce the number of 
American farmers on the one hand or seek the solution outside of 
American markets. 

I am simply saying that if we are, as I believe we are, the most 
efficient producers of the broad wapiouiiens al horizon, then we are 
entitled to a substantial percentage of world markets. And unless we 
recapture those world markets, we are simply going to have to reduce 
our agricultural output and do it drastically. 

Senator HickENLOopPER. Well, there just is not any question that 
some device along the line which we advocate of opening this door 
to the placement of our products in places in the world where they are 
needed must be found. 

However, we could not produce one-third enough of the goods to 
meet the demands if they could all pay for them by some medium of 
exchange. 

Mr. Newsom. We just lose the whole value of our efficiency of pro- 
duction if we have to zo the other route and restrict output. 

Senator HickENnLooper. That is right. That is only a last resort 
proposition which I do not think we should think too much about. 

Mr. Newsom. Not for more than a temporary basis anyway. 

The CHarrMan. Now we have a statement by Mr. Sanders, the 
legislative counsel of the National Grange. 


STATEMENT OF J. T. SANDERS, LEGISLATIVE COUNSE” 
THE NATIONAL GRANGE 


Mr. Sanpers. In preparing this statement, you will notice that 
National Master Newsom prepared a generalized statement. I have 
taken the viewpoint of more specifically examining the relationship 
or our price-support programs and exports and imports, and to dis- 
cuss briefly the results of imports on our price support programs 

The ideal export and import situation is that where production in 
all nations involved in international trade is based on a combination 
of manpower and natural resources, which yield the most advantaged 
position possible to each and all nations, and where trade between the 
nations is carried on without barriers or restrictions. Such an ideal 
requires a reasonable degree of peace and stability. 

Obviously the idea is ‘indeed idealistic and visionary in the modern 
world. It is far from a reality, and becomes increasingly so as uncer- 
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tainty, totalitarianism and cold wars interfere with the normal internal 
and external life of nations. We, as with most generations, are prone 
to think that our own time is farther from the ideal than most other 
generations. We probably have mighty good ground for our gloomy 
views in judging our own day. 

Even though we may admit that the idea of trade is in some respects 
unattainable in our present day, this does not mean that it is not a 
most useful goal for us. For it is a very useful and practical means 
of helping us to improve our own national well-being and that of other 
friendly nations. So long as we clearly recognize and strive for the 
ideal in trade, we will move on to more constructive ground. 

I have stated the subject as announced by the Committee in some- 
what broader terms, i. e., the interrelationship or effects of trade- and 
price-support programs, because it is difficult if not impossible to think 
in terms of the effects of exports and imports on price support without, 
at the same time, thinking of the effects of price supports on exports 
and imports also. 

If we lived in a world where the ideal situation prevailed, as stated 
above, supply and demand would tend to stabilize the trade relation- 
ship between nations and to reduce the problem to its least propor- 
tions. But we live in a time and a nation where man-made rules, 
edicts, laws, and institutions, in profusion interfere and divert the 
normal flow of economic forces from what the classical economist 
would call purely competitive conditions. 

Our subject itself incorporates such an interference with normal 
forces of supply and demand in the form of price supports. I believe 
few in our country would look upon price supports for farm products 
as a temporary institution. Nothing that I can find in the National 
Grange policies, and indeed in the great body of deliberations of this 
highly respected committee of the Congress, indicates that price 
supports are not considered here to stay. 

Even a casual examination of farm income compared with non- 
farm income will convince one that something is out of gear with farm 
income, that the farmer either does not render as valuable a service 
as other equally competent groups do, or that something prevents him 
from getting an equitable income for his labor. The cold calculating 
economist tends to shrink from the idea of equity in discussing com- 
parative incomes. He rather enjoys soaring high in an impractical 
realm of logic where he claims that competition, if given enough time, 
will iron out all the rough spots of inequity in income. 

In a modern world shot through and through with farm price dis- 
parity forces and institutions, it Just never “works as the classical 
economist thinks it will. 

We believe that as a practical program, therefore, it is sensible and 
proper that we consider price supports as permanent and that out ex- 
port and import programs must be built on this assumption. When 
we approach our subject under these assumptions, we have workable 
limits set out for us for our price-support policies and programs and 
for our export-import programs. 

If we, therefore, must live with price supports, what, we may ask, 
has been the effect of these supports on our export-import programs 
in the past, and vice versa? 

In both respects, I think we must admit the effect has been bad. 
I do not believe that the major portion of these mutually bad effects 
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are necessary. We have had both faulty price-support programs and 
trade policies. 

Price supports a by either nonrecourse loans or out- 
right purchase by the Government have tremendously complicated 
our export proble m for Government-supported export crops. We have 
found our price-support machinery constantly threatened with being 
clogged with huge surpluses purchased at prices far above “free-world 
market” prices, and for which no trouble-free market could be found 
either at home or abroad. 

For example, why do we persist in a butter purchase program that 
supports at a price that will actually move only a sizable portion of 
our output into domestic channels, collecting a huge and scandal- 
creating surplus that could move into domestic channe Is if allowed to 
sell at surplus prices compe titively with oleomargarine’ 

Legislation or no legislation, price support or no price support, the 
consumers of the Nation are going to buy only a given amount of 
butter at the present price in competition with other cheaper substi 
tutes. Our present program is getting dangerously to the place where 
our unwarranted surplus of butter literally stinks physically but espe- 
cially economically. We are faced with an export surplus of butter, 
where there is no justifiable reason for such a surplus except a wholly 
bad price-support program. 

There is no price-support program here that will work and keep us 
out of trouble butterwise except a practical two-price or multiple- 
price program, that seeks surplus sales at prices attractive to mar- 
ginal demands or surplus users. If we had such a program and required 
that import butter be classed with our farmers’ surplus supplies, and 
that imports sell only at surplus prices in our surplus markets, we 
would have little or no imports, and we would not now face scandalous 
surpluses; and such a program could be set up so there would be no 
drain on taxpayers. 

We have learned this lesson in another way to the tune of around 
$600 million of national costs in connection with implementing the 
International Wheat Agreement which expires this year. What is 
more sobering a r the renewed agreement which has only recently 
been concluded, so long as we retain our presently operative price- 
support program ie wheat, we have no hope of escape from our costly 
predicament. 

We will have to continue to subsidize our export, which is bad for 
our price-support program and our trade program 

We do have the one redeeming feature in the wheat agreement in 
that we do not price ourselves out of our sorely needed e xport maint t 
Without the agreement we would surely lead to this highly damagu 
position. ‘To offset this saving feature, however, we have our importer rs 
complaining bitterly that export prices are higher because of ou 
domestic price supports, and that we have had no desire or will to 
subsidize our export price down to a fair free-world price for them 
In other words, they are complaining bitterly that our supports are 
holding the world price of wheat much above what it would be without 
our supports. We are compelled to grant considerable validity to 
their complaints. 

These weaknesses and defects in regard to export markets do not 
inhere alone in our present high fixed 90-percent support program; 
for they would hold ‘rue with flexible supports as well. Under the 
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flexing price support sche - of the 1949 law, the gross value of large 
supplies when multiplied by the lower price-support levels gives an 
increasing income to the farmer as supports move out on the lower 
price sc the dule. 

In other words, the influence of reduction in price per unit is more 
than offset by the increasing number of units of supply in the sliding 
scale. What this means is that flexible supports, if used according 
to the schedule, will support at an increased level of gross income 
with the bigger crops. 

The CHatrMan. Did you put that word “sliding seale’’ in there, 
or did somebody do like they did to Mr. Newsom and put in a word 
that was not your own? 

Mr. Sanpers. Let me read the sentence again. 

The CHarrRMAN. I was wondering if that term “sliding scale’ was 
a term that you usually use. 

Mr. Sanpers. I don’t think I can blame anybody but myself for 
that, Senator. 

The CHarrMan. You undoubtedly hear that term used quite a lot. 

Mr. Sanprers. Perhaps ‘‘a variable scale’? would be a better term 
than ‘‘a sliding scale.”’ 

This could mean that with the bigger crops and without resort to 
controls, the Government could find itself in possession of larger 
surplus supplies than it would have with high fixed supports and 
control of production. 

Any support whatever will require purchase, accumulated surplus, 
and lack of opportunity to sell except at a loss—the same basic diffi- 
culties that accompany high fixed support, except not to such a degree 
of severity. Although basically both the fixed and flexible support 
have the same basic defects, the latter arrives at the trouble areas 
later than high fixed supports. 

A sound, workable two-price system of support will avoid the 
difficulty of supporting export marines at the high price, but would 
support domestic requi ements near parity, and would require that 
farmers sell surpluses at free saaitiee ‘t prices, thus avoiding the accu- 
mulation of overhanging and burdensome surpluses. 

In the case of export crops a surplus price would mean the export 
price, and in the case of wheat under the new negotiated International 
Wheat Agreement, it would be a price between the limits of the sched- 
uled prices—$2.05 and $1.55 

It has been claimed by some that a two-price support, even where 
the surplus was allowed to move out of the country at world-price 
levels and unsubsidized, is in effect a bonus on export. They claim 
that a system that supports domestic supplies at a higher price than 
exports sell at, is in all effects a higher average price on the farmer’s 
total crop than he would get on world markets, hence is in reality a 
subsidy on his exports. 

If the matter is reduced to a basis of rationalization, one can argue 
either that it does or does not subsidize export, that it is or is not 
dumping. This all depends on a matter of definition. 

What is not subject to such a rationalization is the cold fact that 
under a practical self-financing two-price system the farmer can be 
made to understand that he is getting price support only on his do- 
mestic sales portion of his crop, that he gets a lower price for his 
surplus portion, and that the Government does not find itself holding 
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a large export portion of the crop bought at high support prices (eithe1 
90 percent or some other fixed percent of parity); and that there is 
no sound economic reason why under such a two-price system exports 
should not move out at normal export prices, in normal amounts 

Under such an export of normal supplies at free-world prices, we 
would not price and control ourselves out of our rightful export markets 
as we did under our prewar cotton programs, for example. We would 
again establish, as we had in prewar times, dependable customers 
and they would in turn become dependent on us with assurance of 
steady dependable supplies. 

It is not claimed that, presto! such a system would overcome our 
dollar shortage or other nonmarket obstructions to sound trade 
But it will go a long way toward overcoming many of the foreign- 
trade obstructions that inhere in our present programs. 

| would like to say a few words about the effects of agricultural 
imports on price supports. First, let’s take a look at the effects in 
those supports where such a two-price system as I have mentioned 
would work on an export commodity or even on a commodity such as 
butter, where it was supported for the portion of the domestic market 
that would absorb butter at parity prices, and where the balance of 
supplies were moved into lower price markets at surplus prices by 
some such pooling two-price or multiple-price plan as the Brandt 
proposal. 

If, under either of these two-price plans, imports were classed as 
surplus commodities, which they would truly be, and were required 
to sell in domestic surplus markets at surplus prices, imports would, 
thereby, be greatly discouraged. 

Furthermore, it seems to me that such a course would be treating 
foreign producers equitably. It would be asking them to sell thei 
surplus products under exactly the same conditions that our own 
farmers were asked to sell their surplus portions of products under 
Doubtless these surplus sales would rarely be attractive to importers 
and would effectively restrict most imports. This was one outstand- 
ing merit the so-called Brannan plan had, for which the Secretary at 
that time never laid enough claim to, it seemed to me. 

I would like to raise the issue of the merits of flexible price support, 
on what in reality is meant by flexibility in price support. Either in 
90 percent or in the 1949 flexible schedule, the level of support is 
determined at the beginning of the market vear and is fixed for the 
market season. “Flexibility ’”’ under the 1949 act, therefore; means a 
series of factors in setting support level that enables price support to 
be fixed at a lower level. After it is fixed it has no more flexibility in 
it than the 90 percent price support. 

The CHarrMan. I think, Mr. Sanders, that the support level cannot 
be reduced after being fixed. However, I think it can be increased 
under the law. 

Mr. Sanpers. Under the law? 

The CHarrMAN. Yes, it can be increased if the producers bring 
their supplies in line with the demand. We will assume that wheat, 
for instance, the level is fixed at 84 percent, and if judged from the 
crop estimates, they are bringing the supply in line with the demand, 
then the Secretary is required to raise it even to 90 percent; although 
that would perhaps not be likely in one year. 

Mr. Sanpers. At the beginning of the marketing year. 
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The Cuarrman. The rate cannot be lowered after being fixed and 
announced ; but it can be increased in the event that the supply appears 
to be short. 

Mr. Sanpers. Does that hold true, Senator, after the beginning of 
the marketing year; or can it be 

The Cuarrman. Until the beginning of the marketing year, perhaps 
I am not sure. 

I do not have the law here. I know there is a provision in there for 
raising supports. And if the producers hold their plantings down or 
if for some other reason a crop appears to be short, it can be raised. 
But it cannot be lowered. 

And to that extent, it is flexible. 

Mr. Sanpgrs. | had in mind the final price that was fixed at the 
beginning of the marketing year. There may be a provision in the 
law that would permit an adjustment during the market year, but I 
don’t recall it. 

The CuarrMan. It can be adjusted up until a certain time but not 
downward. As I say, I am a little rusty on that provision. 1 am 
sure that we made such provision though in it. 

Mr. Sanpers. This does not hold true of some of the two-price 
plans, especially the certificate plan that I have advocated and which 
conforms to the policies laid down by the National Grange. 

Under it, the support payment, like the other 2 plans, is set at the 
beginning of the market year; but the difference with the 2-price plan 
is that support is set as a differential above the free market price, 
and this differential payment rides up and down on market price 
during the market year. 

This is market season flexibility. But this is not the only flexi- 
bility in the two-price plan. In the second place, the amount set 
out as domestic requirement is subject to adjustment to the amount 
estimated to move in domestic markets at parity or any other sup- 
port level. This makes for considerable flexibility in setting the price 
or the amount that will sell at the beginning of the season. 

In the third place, surpluses are allowed to sell at prices freely 
responsive to daily changes in supply and demand. In this sense 
this is the only form of price support that is fully flexible. 

The CuHarrMan. The clerk of the committee has just advised me 
that the law provides that the support level may be increased any 
time from the announcement of the original support level up to the 
beginning of the marketing vear. 

After the marketing actually begins, then it cannot be increased 
That would obviously be unfair to those who marketed earlier. 

Mr. Sanpers. Yes, that was the impression I had, Senator, but ] 
was not certain. 

The CuarrMan. That does give the producer a chance to bring 
supplies in line with demand, or if he complies with acreage allotments, 
as he should, it is an incentive to bring the supplies in line with the 
demand. And, of course, it makes allowance for bad weather con- 
ditions which might result in the prediction of a short crop 

Mr. Sanpers. During the crop-growing season. 

The CuatrMan. That is right. Up to the time that the marketing 
year actually begins. 

Mr. Sanpers. I cannot close this discussion without raising an- 
other issue frequently raised relative to the use of a two-price or 
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multiple-price support without use of any control of production—the 
issue of whether or not such a system would not cause us to produce 

‘mountainous surpluses of everything.’ This scare is one of the 
most fallacious claims that is made in connection ‘with the farm 
problem. 

It arises out of two ve ry se ‘rious errors of logic First, to prove the 
point figures are usually presented to show that in the past a given 
rise 1n price of a crop means an acreage increase of a given proportion 
the following year. With this promise it is concluded that all crops 
could be increased. Such acreage increases with a price increase for 
one crop cannot possibly be put into effect for a similar price increase 
for all crops and a corresponding acreage increase for all crops. 

In the second place, we have had almost exactly the same number 
of total crop acres for a third of a century—around 400 million acres. 
If all major crops were supported in balance, we would never get 
marked snpemcee output with higher support prices 

Hence, general overproduction is one of the most fallacious claims 
fostered on the farmers to scare them into submission to an unworkable 
control program if control were to be tried for large numbers of crops 


at the same time. A price-support system, if based on a modernized, 
balance, parity price formula, and if applied to all major wee and 
livestock products in a balanced support, would do little, I am con- 


vinced, to create burdensome surpluses, especially if ee are 
allowed to sell at surplus prices. 

The CHarrMAN. You have also, I notice, a summary here, Fact 
Sheet of Grange Viewpoints. Is that materially different from the 
testimony you have just given? It seems to have some additional 
material. 

Mr. Newsom. That is the one that I referred to in the opening 
statement. It is one that we released about a month ago. And it 
does have material in it that we think you may want to use. I should 
tell you, however, that our Congressman Hope did insert it in the 
record of proceedings about that time or shortly thereafter. 

The CuarrMan. Well, this is a different hearing and without ob- 
jection, I think it would be a good idea to have it inserted in the 
report of this hearing too, as it supplements your testimony. 


Fact SHEET oF GRANGE VIEWPOINTS—AGRICULTURE’S CASE FOR A STUDY OF 


AND A GENERAL REVISION DowNWARD OF UNITED Stares TRADE REstTRIC- 

TIONS 

1. Traditionally the United States has been and still is a eae id natural 
exporter of food and fiber. That is because the American farmer produces more 


efficiently than do farmers anywhere else in the world in quantities that, in many 
cases, exceed by far our domestic demand 

2. Foreign countries, particularly the industrially developed countries, such as 
Western Europe, need and want our food and fiber. They can produce hand and 
machine made industrial commodities for more efficiently than they can produce 
agricultural products. These densely populated areas, furthermore, do not have 
land enough to adequately meet their food and fiber requirements. 

3. They must, therefore, buy from the two great major food exporting areas— 
namely, the United States and Canada, or from the area controlled by Russia. 
When they buy from Russia it strengthens the Kremlin both economically and 
politically. 

4. If the farmers of America cannot find additional outlets for their products, 
foreign markets being by far the most promising, then they face immediately 
production and marketing controls for several crops. Only all-out war or an 
extreme crop failure will prevent this. 








154 FOREIGN TRADE IN AGRICULTURAL PRODUCTS 


5. In the longtime run the small, heavily populated countries of the world, who 
for the most part are not blessed with a wide array of raw materials, must trad 
extensively with each other, else unemployment and poverty on the part of their 
people leads to unrest and revolution, a disease that spawns communism As the 
leading world power, the United States must be a part of this world trade move- 
ment 

6. United States trade barriers and restrictions were originally largely designed 
to protect infant industries here against more efficient foreign manufacturing 
facilities. They were favored by the Ameriean farmer even though they raised 
his cost of production. This was for the reason that he knew that eventually he 
would buy better production supplies cheaper as a result of efficiencies brought 
about by American ingenuity as reflected through our assembly line mass produce 
tion evolution 
7. This evolutionary process, which amounts to an industrial revolution, has 
now placed over 90 percent of our industrial capacity in the position of leading 
the world in low cost production. These industries can outsell their foreigy 
competitors in spite of their high wage rates and attractive profits 

8. Therefore, less than 10 percent of our industrial capacity would appreciably 
fee | any foreign competition 

9. In view of these facts and since the American farmer is a normal and natural 
exporter of food, depending upon foreign outlets for 10 percent of his total pro 
duction, as much as 30 percent of his market for some crops, and because he also 
leads the world in low cost. food and fiber production, it is natural that he should 
wonder why his exports have tapered off since the early 1930's. There are several 
answers: 

a) Some of the farm organizations, the Congress and the Department. of 
Agriculture have placed all of their eggs in the control of production basket rather 
than aggressively working for added food and fiber outlets. 

b) High price supports in some cases have narrowed the American selling 
advantage abroad. Any support price program, as a matter of fact, that supports 
prices above the world level demands a two-price system, else the product will 
be priced out of the world market 

c) Tariff barriers and trade restrictions on the part of this country have led 
other countries to set up counter barriers 

d) United States barriers and restrictions, which crop out in many ways, have 
brought about the dollar shortage abroad. Foreign countries have been selling 
us, in recent years, about $12 billion worth of goods annually, while we have been 
selling them (exporting) about $18 billions worth of materials. The question is, 
how have they been paying for the difference—$6 billion—the answer being, we 
have been giving them about that amount through MSA and other aid programs 
This cannot continue, which adds fuel to the fire of examining our trade barriers 
and tariff restrictions now. temember it’s either more foreign trade or pro- 
duction controls. It should also be pointed out that added imports will make 
it possible for foreign nations to earn more dollars so that they can continue to 
buy from us in greater quantities. 

10. The fact that out tariff system as basically set up under the Tariff Act of 
1930, is a clumsy, outdated, antique, unworkable maize of redtape that works 
to the farmer’s disadvantage is partially depicted as follows: 

a) We have 3,500 different tariff duties 

b) Duties over 25 percent are rampant. The duty on 492 items is over 50 
percent of the value of the item 

(c) 25,000 items are subject to import duties 

(d) 264 basket clauses are provided to catch the numerous items that do not 
fall into the list of 25,000 

e) Great differences in duty rates are applied to similar items (for example, 
fine animal hair, outside of wool, is subject to 20 different rates). 

f) Customs courts have on the docket 63,000 unsettled appraisements, mean- 
ing they are over 25 years behind, since less than 4,300 appraisement cases have 
been decided in the past 2 years. The same courts are over 10 years behind in 
classification cases. 

g) This is the system that has brought about State trading, export-import 
licenses, restrictions on the use of and flow of currency and many other practices 
which are an even greater hindrance to increased world trade than tariff barriers. 

1. The National Grange does not stand for complete free trade, but it does 
call for a thorough study of the redtape-entwined custom procedures, State 
trading practices and currency manipulations with simplicity, workability and a 
general lowering of tariff duties in mind. This will require legiSlation. 
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2. It also favors many other instruments which will help tap world market 
the products sold by the American farmer These include commodity agres 
ments, such as the International Wheat Agreement, a two-price system whic! 
enables farmers to sell cheaper abroad without breaking the domestic market 
reciprocal trade agreements, and a trade certificate plat 

3. The Grange congratulates Secretary of Agriculture Ezra T. Bensor 
forming the new Foreign Agricultural Service, and urges this service alo 


farm cooperatives, private eompanies and individuals to embark upon a get iM 
old-fashioned sales campaign abroad. This sort of thing is long overdu 

t. The United States Department of Agriculture, through the Fore \eri 
cultural Service, furthermore, should not be hamstrung, as in the past va 
nonunderstanding State Department, but instea cooperation with the State 
Department, MSA and others, should bargain and colls vitl 
countries to bring about sensible reductions in tariff and tr rictive viees 





abroad. 

5. Shortsighted policic s have lowered cotton experts in the past 30 vears fron 
nearly 60 percent of our crop to slightly over 30 percent, lowered wheat export 
(except for war and relief exports) fromm roughly 20 percent to practically 
exports at all from the early 1920’s to World War I] Che same story is partia 
true of tobacco exports 


( t WN 
\ ‘ 
United 1 I . [ N 
oduc Stat eee Sta 
1925-20 j 268 8 TQ & , O77 S56. 486 1G7 x 
1930-34 43 1 ; 4 | rt) ) 4" ” 
1935-39 13, 149 5 300 69. 3K f ) 1 453. 118 
1940-44 11, 957 1, 37 R95, 94 1 $98. 517 28. Of 
1945-50 12. 104 yOR 21¢ ¢ 1] $28 2 | 44) ; 14 


Much of this increase is due to postw 
with European recovery 

2 People around world learned to favor 

now be sold in greater quantities abroad 


6. It won't be easy to recapture world arkets or to increase our exports ove! 





and above the old levels, but it’s a Grange ‘‘ must else cumbersome and obnox 
ious production and marketing controls will be with us ag ntil our increasing 
population absorbs a greater proportion of the output of American fat Eve 


then the possibility of temporary surpluses of some commodities make t necessary 
that we cultivate export markets as a good business Investment as price insurance 
as an instrument of world peace, and as a means of raising the American standard 
of living 

7.. The objective, furthermore, of finding new outlets at home and abroad, 
through better diets in both places for United States perishable commodities 
including meat, dairy products, poultry and eggs plus fresh fruits and vegetables 
has been woefully neglected, and. therefore, must be an integral part ol the above 


program, although results will be more difficult to obtai 


The CuarrmMan. There will not be more time for questioning this 
morning as the Chairman has to be somewhere else in 5 minutes 
But we do appreciate the testimony which both of you have given. It 
is going to be very valuable. And, as I have said repeatedly, the 
purpose of these hearings is to give us background material which 
will be at our command in considering proposed legislation in the 
future. And it will not be too far in the future before we have to start 
considering proposed legislation. 

Mr. Sanpers. Mr. Chairman, I have a statement describing a two 
price syst@tn that | would like to insert in the record for the benefit of 
the committee. I will give you a copy of i 








156 FOREIGN TRADE IN AGRICULTURAL PRODUCTS 


The Cuatrman. If there is no objection, this statement will be made 
a part of the record. 


A Seur-Financtinc Two-Price System or Farm Price Support FILep BY 
J. T. SaANpERS, LEGISLATIVE CoUNSEL, THE NATIONAL GRANGE 


[These statements are not official statements of the National Grange.] 


The parity certificate plan here described would support prices of a farm 
product at parity on as much of each year’s national production as would sell in 
domestic markets at parity and let farmers sell the balance or surplus at what it 
woruld bring. Thus farmers would under the operation of this plan sell to domestic 
ma kets all of a product that the markets would absorb at parity, called the 
primary portion of a product, and would have the surplus or secondary portion 
segregated pricewise and move into export or surplus domestic markets (such as 
wheat used in a mixed poultry feed) under a plan that would keep the secondary 
sales from interfering with or breaking the price of the primary or price supported 
portion. The plan would be self-financing and would require no acreage allot- 
ments, no individual market quotas and no control of production 

Under this system the Government would estimate at the beginning of each 
marketing year what the total National production would be for each price-sup- 
ported product; would estimate how much of this would go to primary and to 
secondary uses; would estimate what the free market price will average for the 
market season; and what the difference is between this average season price and 
parity price. This difference is the parity differential or the face value of the 
parity support and parity payment certificates to be described later 

The mechanics of this system are as follows: We will first see how the product 
moves in the markets at two prices and then examine the way the farmer gets his 
parity payment. All the season’s supply of the product would be allowed to 
move through private trade channels at free market prices but the plan would 
require the first buyer of the product from a farmer, to purchase and sell with the 
product a Government-issued parity supporting certificate (issued by local 
banks as agents of the United States Treasury) with a face value equal to the 
parity differential, that is the difference between the free market average season 
price and the estimated parity price These purchased certificates would cover, 
or equal the differential on, the entire specific purchase and on all his seasonal 
sales when made. Each consecutive handler of the product would buy and sell 
the certificates with the product, paying full face value for them. Thus by 
requiring each handler (buyer, seller, processor, or exporter) of the price supported 
product to handle an equal or covering amount of certificates, the certificates are 
made to serve as a license to handle the product, and as a policing agent to imple- 
ment a two-price system. Under this plan no handler could handle the con- 
modity legally without the accompanying ownership of certificates covering the 
amount of the product in his possession; and no one could dispose of his product 
without also selling the covering certificates. Thus bootlegging would be avoided 
without an army of men to police the plan. 

When a product is processed for primary domestic use the processor would 
hold and own certificates which he had bought with the product, sufficient to 
cover the parity differential on the processed product; and the Government 
would take up these certificates but not pay the processor for them. This would 
leave the cost of the certificates on all domestically used products in the Treasury 
at processing points which is used to pay farmers their pairty differential on the 
primary portion of each sale. The processor would have to sell his product to 
consumers at the parity price level in order to get his certificate costs back. 

When some of the product moves into secondary uses, such as export or wheat 
ground into chicken feed, the Government would take up the accompanying cer- 
tificate and pay the exporter or the feed-mill manager the full face value of the 
covering certificates. 

Thus in net effect the primary portion of the product would move in market 
channels at free-market prices plus the parity differential; while the secondary 
portion would move at the free-market price, since the secondary user, and all 
intermediary handlers, are compensated in full for the covering certificates. 

This two-price movement is thus policed through normal private-trade chan- 
nels without cost to the Government and without any regimentation of farmers. 
The plan is self-financing and will not lead to necessity of Government purchase 
handling or storage and will not require Government control of production. 

The first buyer of the product would have paid the Government through the 
local bank, as indicated above, the full parity differential for certificates cover- 
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ing all the products purchased from the farmer Che Government would use 
part of this income from purchased certificates to take up the certificates on the 
secondary portion sold at export or used for other secondary uses, as is also 
described above. ‘The remainder of the certificate cost would be used to pay the 
farmer his parity differential on the primary portion of his sal This is paid to 
the farmer by a parity-payment certificate, which comes free, attached to the 
parity-supporting certificate The parity-payment certificate is issued in an 
amount to cover only the primary portion of the farmer’s sale—not to cover the 
entire amount of the sale as is the case of the parity-supporting certificate rhis 


additional attached parity-payment certificate would be detached from the parity- 
supporting certificate Sy the first buyer and given to the farmer in addition to 
the cash or free-market price which the buyer pays the farmer for the product 
Thus the farmer gets with each sale the free-market price for all the products 
sold plus an immediately cashable or negotiable parity-payment certificate with 
a face value covering the parity differential on the primary portion only of the 
specific sale. That is, in effect he sells his secondary portion at free-market 
prices and the primary portion at approximately parity prices, or market price 
plus the parity differential. The parity-payment certificate would be made 
negotiable with an expiration date, e. g., 6 months after its issuance, which 
would take it out of circulation 

Imports of price-supported products would not necessarily be subject to a 
tariff but would be required to be covered by a special certificate purchased at 
full parity-differential price, but to which no parity-payment certificate would be 








attached when issued. Thus imports would not be allowed to compete in the 
primary domestic markets All the special import certificates would sell wit! 
each sale of the product and would be compensated for in full when consumed in 
surplus uses but not paid for when used for primary domestic uses. Thus all 
imported commodities would be compelled to be used in surplus uses or else pay 
full parity differentie! on en equivelent smount of domestic production. Thus 
iuporters could not gct price-support advantage on any imported product and 


would have no price-support incentive to import the product 

Also, in order to facilitate movements of products and parity certificates in 
market channels in any amounts, parity certificates of any denominations could 
be turned in by handlers of farm products (at any point in passage through market 
channels) at any agent bank and converted to more convenient denominations 
for the necessary amount of product movement When commodities were stored 
in bond for appreciable periods, parity certificates could be impounded at the bank 
and value refunded out of Government-held funds to the owner of the impounded 
certificates, who could later call for the certificates, pay for them and get them 
back when he was ready to move the products out of bonded storage 

Since there could be no direct control of production under this plan, balanced 
production would be induced by keeping parity and support between all major 
products on a reasonable balance Also, the larger the unsupported portion of 
a crop became the greater would be the effects of this surplus in diluting the total 
income from the crop, and in discouraging expansion of production of that spe- 
cific crop. This type of two-price system would encourage free management of 
each farm, and free, more advantageous use of land resources by each farmer 
and makes relative prices the arbiter of land use 
Two-Price Systems Compared 

All two-price systems that I have seen fall into two types. Under one type 
the Government, licensees of the Government, or a Government-sponsored farm 
board buys up at full support price, or physically takes control of surpluses until 
the remainder of the crop rises to the price-support level. The other is the type 
here described where the product is allowed to move through private channels 
and maintains the freedom of private trade and the freedom of the farmer but uses 
devices to move products at different prices. 

The Government purchase plan, or the first-mentioned type of support, may 
be modified or varied by purchase of the surplus only, by purchase of the domestic- 
use part only, or by purchase of all the product; purchase may be made by a 
Government bureau or by a Government-sponsored farm board; purchases may 
be made on open market with the Government absorbing all loss or losses may be 


prorated back to individual farmers by giving them equalization certificates. In 
this last case elaborate machinery must reach back to each of the millions of pro- 
ducers to assign them a semblance of equitable quotas Finally with this type 


control of production must, in time, be used as a means of minimizing the Govern- 
ment loss. In all these the Government must either stand to lose the entire parit' 
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differential or resort to elaborate assignment of quotas to farmers or to outright 
control of production. 

The second type of two-price system, or the one I have described herein, does 
not and cannot use control. Hence there is no way under it of separating the 
“sheep from the goats” and of rewarding a farmer for adjusting his acreage to 
what the central Government thinks is best on his farm. Under the second type 
the Government would at the beginning of each marketing year declare what the 
total national production will be, for each price-supported product, how much 
primary requirements are, how much surplus or secondary supplies this leaves, 
what the current or free market price is, and what the difference or parity differ- 
ential is between this price and the parity, or support price. 

Farmers will maintain their economic independence under the two-price system 
but would untimately lose it as the present control and Government purchase 
system is expanded to more and more crops and products. 


How the two-price system would affect consumers 


A two-price system should be based on an entirely different philosophy than 
that on which present support programs are based. Present programs make use 


of acreage control and marketing quotas. They do not lead to an abundant food 
production if they are applied to all or most farm crops, which, however, is not 
practical or possible short of complete regimentation of farmers. The two-price 


system which we propose does not use control of production but contemplates full 
use of our agricultural resources and, therefore, an abundant supply of food at 
all times. 

The present programs, from the consumer’s viewpoint, have three basic faults: 
(1) Restricted supplies as a basis of raising prices, therefore promoting scarcity 
and not abundance; (2) Government purchase of surpluses at high support levels 
and withholding them from consumers with consequent waste and great loss to 
taxpayers; and (3) mal-use of agricultural human and land resources and conse- 
quent high cost per unit of food produced. 

Before I undertake to explain the mechanics of such a two-price system, I wish 
to summarize what I think the advantages to consumers that the two-price uncon- 
trolled system has over our present regimenting and scarcity-type of price sup- 
ports: 

1. Under the two-price system the consumer will get a more dependable, larger, and 
better balanced supply of food.—When the farmer is allowed to manage his resources 
and his labor in the production of those things he is most able to produce, he will 
naturally produce more food, more cheaply and more dependably than if he is 
compelled to restrict his output. This will in nearly every instance reflect in 
increased benefit qualitatively and quantitatively for consumers as well as larger 
income to farmers. 

2. Consumers would not all have to pay the higher support prices for food.—Under 
our two-price system consumers would be classified on the basis of those able to 
buy food ar fair parity price levels to farmers, and lower income or lower priced 
users, such as low-income families, families partially or wholly out of employment, 
poor and disabled people, and uses or consumption for conversion into research, 


industrial uses, or for feeding livestock. Both producers and consumers would 
thus benefit over that of the presently used system of supports 
3. There would be more efficient use of surpluses at unsupported prices.—Such a 


two-price system would avoid waste of surpluses, move them into those channels 
where additional and better foods are needed by undernourished groups, at much 
less cost to these people who will pay part, and at less cost to public and private 
relief agencies. 
Illustration of use of the two-price plan on cotton, wheat, and meats 

For the purpose of illustrating the use of the parity certificates we shall assume 
their use for the following purposes: (1) To buy 10 bales of cotton, 60 percent or 
6 bales of which we shall assume has been declared for domestic or primary use, 
and 4 bales for export; (2) to buy 1,000 bushels of wheat, 80 percent of which has 
been declared for primary use and 20 percent for surplus uses; and (3) 10,000 
pounds of pork, beef, or mutton on hoof, 90 percent of which has been declared 
for primary use at parity prices and 10 percent for surplus uses, such as meat sold 
for relief or institutional purposes, or food stamp meat sold to low-income families. 
These transactions will be illustrated in the following table assuming current 
market price of cotton is 20 cents per pound, wheat $2 per bushel, and meat on the 
hoof 20 cents per pound. Parity on cotton is assumed to be 25 cents per pound, 
on wheat $2.50 per bushel, and meat 25 cents per pound, thus establishing a parity 
payment differential of 5 cents per pound for cotton, 50 cents per bushel for wheat, 
and 5 cents per pound for meat. (See table below. 





b Pape: 
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Table Illustrating Details of Issuance and Use of Parity S ipporting C's f ites 
and Parity Payment Ce tificates to Operate a Two-Price System fe Wheat. Cotton. 


and all Me ats 
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’ 1. Amount of product sold by farmer en 10 bale 00 bushel 10,000 pounds 
2. Current market price paid farmer Dy 40 cents per pound $2 per Dushe <U cent t ind 
buyer 
3. Total cash paid to farmer for his product | $1,000 $2,004 $2, 00( 
by the buyer 
4. Percentage of product declared for | 60 { ent r 6/| 80 percent or 80f y t t ),000 
\ domestic or primary use and amou ba 1 
on which parity benefit | its are 
made to the farmer. 
5. Parity payment differential of product ) cen er pou é per bushel 
S per unit 
& 6. Face value of parity supporting certif $250 for I $5K r 1.000 bust Senn 
. cates issued buyer of product and sold 
with product when buyer se¢ t 
E 7. Face value of parity payment certificates | 6 bales 80: he at 5 1,000 
attached free of cost to the parity sup- pounds at «6 € ver bu ents pe 
porting certificate and which are cents per pound r p00. Mol 
detached by the buyer and given t $150 
the farmer selling the product 
8. Export portion or porti liverted to | 40 percent or 4 percent or 200 | 10 per t or 1,000 
secondary or lower or relief use bales exported 1 é ex pounds diverted 
‘ 
9. Amount of parity supporting certificate $10 at ~=export | $ t export | $5 
taken up by the government and pa p t 
for 
10. Parity supporting certificates taken up | $150 at processi $400 at essing | $4 essing 
by government and not paid for I t nt 
11. Direct cost of program to the Govern- | 0 
ment. 
1 Cost of nothing to the Government led the Gover he rte eat at the 





surplus price of 20 cents per pound, 

In the 10-bale cotton purchase the buyer, after negotiation of purchase from the 
cotton farmer at the open market price of 20¢ per pound, would go to the bank 
and buy $250 worth of parity supporting certificates at 5¢ per pound or $25 per 


bale for a 500 pound bale. Attached to these parity supporting certificates and 
coming without any extra charge would be “parity payment certificates” with a 
face value of $150 or 5¢ a pound on the 60 percent, or 6 bales, of the cotton, that 
portion of the sale declared for domestic consumption or primary use rhis certi- 

. ficate would be torn from the parity supporting certificate by the buyer of the 
cotton and given to the farmer It would be negotiable and eouid be redeemed at 
the Treasury at full face value any time after t urmer receive t and before 
its expiration date, which date would be written on the certificate whet 


issued, say 6 months after its issuance 

If these 10 bales are typical and move in markets at.the declared proportions 
it is assumed that a domestic mill will buy and manufac 
for domestic use, and that the $150 worth of parity supporting certificates cov 
ing these 6 bales will be taken u 
owner will get no payment for tl ’ 
additional to offset certificate costs. I 
worth of “‘support”’ certifies 
tificates to port authorities and will be paid full face value for then Thus 4 
bales will move to export at 20¢ per pound and 6 bales will move into primary 
uses at 20¢ plus 5¢ for certificate cost 
to the farmer 





Dp by the government inspectors, tha he mill 
ie certificates, Dut mus sell his goods at SL50 


t is assumed also that 4 bales and $100 








will go to an exporter who will surrender the cer- 


which, as we have seen above, has been paid 
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In the case of the wheat purchase, the farmer gets $2 cash, or open-market 
price, for his 1,000 bushels of wheat plus parity-payment certificates of 50¢ per 
bushel on 800 bushels out of the 1,000 bushels sold. If the 1,000 bushels are 
moved in a manner typical of the declared use, 800 bushels will finally find their 
way to a flour mill where $400 worth of certificates will be surrendered to the 
Government by the miller who will get nothing for the certificates. He must 
raise his flour price by 50¢ per bushel of wheat ground to cover his certificate 
costs. It is assumed that 200 bushels will go to an exporter who is paid in full 
for his $100 worth of certificates. In this case the 800 bushels move to the miller 
at $2.50 per bushel, the supported price, and the 200 bushels to the exporter at 
$2, the surplus price. 

The meat sale calls for special explanation. In this case we will assume that 
no meat moves to export and that 10 percent of total meat supplies must be 
diverted to enable farmers to get the 25¢ parity price for the remaining 90 percent 
of current supplies. 

The farmer sells the 10,000 pounds on the hoof at the market price of 20¢ per 
pound, and gets a parity-payment certificate covering 9,000 pounds at 5¢ per 
pound or $450, a total of $2,450. When the 10,000 pounds are processed by the 
packer, he surrenders his $500 worth of parity-supporting certificates and receives 
nothing for them. Thus the Government retains for the time being 10 percent 
of the cost of the certificates, it being assumed the farmer has collected for his 
$450 parity-payment certificate. The packer is obliged, therefore, to sell all the 
meat at the 25¢ gross level. 

The 10 percent surplus can be prevented from breaking the price of meat to 
the 20¢ level by the distribution of meat food stamps through local relief agencies 
by the National Government to the aggregate of 5¢ a pound on 10 percent of the 
entire year’s meat supply. These stamps could be given free to local relief agen- 
cies to be given in turn to low income and otherwise needy families who would 
not be able to consume adequate meat at the 25¢ gross level, but would increase 
their consumption at 20¢. Local grocers could take the stamps in partial payment 
for meat and the Government could redeem the stamps from its funds withheld 
on the 10 percent of all parity-support certificates taken in at the point of process- 
ing the meat. 

It might be asked, Why could the Government not distribute an aggregate: of 
food stamps at 5¢ per pound sufficient to cover 10 percent of the total meat supply 
and thus create the same amount of additional meat demand, and not have to 
bother with the parity certificates? It could do this if the cost were to be charged 
to the taxpayers. The two-price certificate plan is self-financing and is the 
machinery enabling farmers to take care of the financing of their own surplus of 
meat without reducing the entire supply to the assumed unprofitable 20¢ level 

If the Government is to pay the 5¢ cost of the surplus meat, it could also do 
this without distribution of food stamps, by a straight-out purchase, at 25¢ per 
pound, of 10 percent of all meat supplies at processing points. But this would 
require elaborate Government purchase, storage and distribution machinery, 
whereas both the certificate plan supplemented by food stamp distribution and 
the food stamp distribution plan alone, avoids the Government owning and 
distributing large amounts of meat which it is poorly prepared to handle. How- 
ever, the certificate plus the food stamp plan avoids Government financing and 
loss which the food stamp distribution plan entails. Thus if we wish to avoid 
the Government going into the meat business, or if we wish to avoid loss to tax- 
payers in supporting meat prices, the combination of the certificate plan and food 
stamp distribution is necessary. 


Illustration of the two ce rtificates 

The illustration below indicates the form and use of.the.two types.of certifieates 
in the purchase of the 10 bales of cotton previously described at a parity differ- 
ential of 5¢ per pound or $25 per bale. 

The certificate on the right is the parity-supporting certificate and is issued 
with a total face value of $250, or $25 for each of the 10 bales—covering both the 
primary and secondary or export portions of the cotton sale. It is sold at face 
value by the first buyer and to all successive purchasers of the cotton. Possibly 
as the cotton moves in channels, this sale may split or be combined with other 
cotton, in which case certificates could be turned in and reissued officially in 
proper combinations. 

The certificate on the left is the parity-payment certificate which is torn off 
and given to the farmer It is issued with a face value of $150, or $25 of parity 
benefit for each of the 6-bale portion for primary use Since enough funds are 
on deposit from the time it is issued to the first buyer to redeem this parity- 
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payment certificate, it is issued as a fully negotiable i rument cashabl 
it is delivered to the farmer or at a time there ru s specified expirati 
date. The certificate would become ill in t ase j rede ied in 6 ths 
after date of issue. This would force certificates out of circulation for rede 
and retirement 

In cases where large qua es of commodities a | for considerable periods 
before processing, th« pari ipporting certificat eC ! the stored eo 
ties could be impound LO ilally and costs of suc certificates could be ref 
to their owner pending need of the certificates to move the stored com 
Owners of certificates could thus be relieved of the burden of n 
during storage period without cost to the Government sinee funds covering the 
cost of the certificates would be held by the Governm 

NEGOTIABLE CERTIFICATES, FRONT VIEW 

NOTE This portion of the cer NOT! his portion of tne ‘er- 

tificate comes attached free with the tificate is sold with the product for full 


other part of certificate and is detached face value with each transfer of owner- 
and given to the farmer when the sale ship of the product until the product 
of the product is made arrives at processing points or export 


points 


Serial No 32476 $150.00 Serial No. 32476 $250.00 
United States of America United States of America 
Parity Payment Certificat« Parity Price Supporting Certificate 
For six bales of cotton sold by Johi For te bales of cotton issued at Poe- 
Doe and issued at Poeville, Ga., date ville, Ga late October 10, 1951 
October 10, 1951 This certificate is This certificate is evidence that $250.00 


evidence that $150.00 is on deposit has been deposited with the Treasurer 
with the Treasurer of the United of the United States of America as a 
States of America for full payment to parity support payment on 10 bales of 
the order of the above named payee, cotton and Is full and sole authority to 
at any time within 6 months after the holder to sell, transport, ship, proc- 
issuance of this certificate, that it is ess or otherwise handle the specified 
presented to the Treasurer of the product in domestic channels under the 
United States of America for redemption. terms of the 1949 Agricultural Act of 
Congress, dated August 1, 1949. This 
certificate becomes null and void 12 
months after issuance unless officially 
validated for a longer period 
Signed /s/ John Roe, Poeville Bank, Signed /s/ John Roe, Pres., Poeville 
authorizied issuing agent of the Govern- Bank, authorized issuing agent of the 
ment of the United States of America. Government of the United States of 
America. 











NEGOTIABLE CERTIFICATES, BAcK VIEW 


I hereby acknowledge receipt of full 
face value of this certificate on this 
13th day of October 1951. 

Signed: /s/ John Doe 


Comparison of the merits or demerits of different price-support plans 


} 


Obviously, it is not possible to describe in adequate detail the eight forms of 
price support Also, it is obviously not possible to pass subjective judgment on 
the various aspects of merits or demerits of the eight plans listed below, without 
subjecting one’s judgment to justified criticism al thout personal bias entering 
one’s judgments. Nevertheless, it is very import that one try to reduce his 
judgments to a systematic comparison in a matter that so deeply involves such 
a large part of our Nation’s peoples and their welfare. At the risk of serious 
justified criticism I undertake to make such a comparison in this part of my 
discussion. 

I will first briefly sketch the major elements of the seven price supports listed 
(other than the two-price svstem previously described in detail), and will evaluate 


each in several respects See tabular statement below 
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Judgment on the merits and demerits of 8 different forms or plans of price support 




















NotTe.— Merit in each phase of the different plans is expressed by pluses (+ 1 plus (+) means that the 
plan is judged to have an appreciable amount of merit in this respect or in this phase; 2 pluse ++) indi- 
eate considerable or mediun it; 3 pluses (++-+-) indicate much merit Relative degrees of demerits 
re Se 
Pre pports 
c De ri 
Phase wr weak- | © Brand ill Bra 
fieate nan 
I plan plan i L lan H 
_ plan pe fixed 90 | Flexible 
percent 
I f 
I 
(ys € ‘ rt IT 
I t fa 
Does 1 lea drain 
I i ry 
Pr resource 
use 
Avo itir Gov 
c ’ 
I t ul 
pluse 4 
Ei rage I € 
Re f le or no burea 
Has little 
’ 
ie 
H lence ¢ lore 
é 
Has no t fe i 
I i] ff uct 
] | 
Pr f 
1 f pluse { 14 { ) 
| u ey oO 
2 1 ) 0 18 4( of 
Net 7 { 0 S 
q 
Ni ‘ lence 
The Bra plan.—This plan is a two-price system that contemplates setting 


p a Government sponsored board for each price supported commodity; this 


board is to have authority to levy a fee on all of the commodity sold, and the funds 
thus collected are to be used by the board to purchase and sell the surplus. Pur- 
chase to be made at support level and sold at a lower level into surplus markets. 


4 
Some evidence of surplus sales by fa 


’ rmers would be required and losses or gains 
on surplus disposal by the board would be prorated back to individual farmers on 
the basis of total sales, and fees collected. This plan would not undertake to 
( trol producti 

| lomestic allotment plar Proponents of these plans, in nearly all cases, 
decl that production will not be controlled but that each farmer will be given 





a market-allotment certificate for a price-supported product, based on a historical 





base ¢ tling him to sell his quota in the supported market. Quota certificates 
would have a specific face value related to lus-price and parity-price differ- 
ential. Processors are required to by suffi it quota certificates to cover all 
domestic use commodities proeessed \ll commodities produced including a 
farmer’s quota would sell at the open market prices. A farmer who produced no 


commodity could still redeem his quota certificate at full face value. Quotas 
would tend to attach to the land and freeze patterns of production. 
Export-import tiein plans These proposals which have never been clearly 
worked « into detailed plans, contemplate giving importers in countries import- 
arm products or exporters from the United States, a certificate of a 
spec face value that can be used to pay import duties on products imported 
into the United States. Like the export-debenture plan promoted by the Grange 
s would operate in effect as export 
subsidies on our exported farm products and/or import subsidies from other 





ing our 





several years ago, these import certi 
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countries importing to the United States. Thus the export-import tiein plan is 
not a two-price plan. It does not contemplate control of production and would 
not require elaborate administrative machinery 

Mi Nar i-Ha igen plan. I nis plan is quite imitar in resuits atl ad e ft ets to the 


Brandt plan. It, however, provided for a rnuch more elaborate purchase and 
































sale-price-support machinery than the Brandt plan provided It also contem- 
plated that the equalization board would adi ter the fees collected on a series 
of basic crops and could contract with private or cooperative agencies to carry 
out its price-support operations Basically ke the Brandt plan, it provided for 
collection of s surplus-disposal fee ’ equa ition f ’) the use of the funds 
collected for purchase and disposal of surpluses at a and a prorati the 
net loss back to individ rs 

The Pp oduction payment plan Branna?r Dp ? This plar I its unn fied 
state contemplates letting the entire supply of a crop 1 rt the fre mar ; 
letting it sell for any price it will bring, a pa ( lual far he¢ 
difference between the market price and the support f I e never sé a 
detail statement, by either Mr. Bra un or by ec ts who have extolled the 
superiority of this plan, of how such a plan could be administered to prevent 
fraud; and I believe if applied on several products that ould be fully as diffi- 
cult to administer and verify eligibility of farmers for payment as present programs 
are with regard to verification of compliance 

Therefore, in evaluating this plan I hs med I ficulty in adr - 
istering it \lso, I have assumed that it cannot give e advantages credited to 
it 1f 1t Is accompanied bv control of produc tio n order to keep down exorbitant 
costs from the [ ited States Treasury l'o tr ice control neutra ( the 
objectives of the pla Evaluation of the re S s no ntr )- 
duction or market quotas 

Present high-fixed su] t plar Support unde plat ven to a crop by 
Government pure nonrecourse loans b¢ [ ( ead to ( rnment- 
owned surpluses acquired at the high-support price level; which surplus ea 
find a market, short of war, except at great loss to the Government: wh also 
leads inevitably to control to avoid unbearabl I ses and Governme! Ss 
This can mean only a scracityv economy if effective price pport ( ‘ ve 
with all the accompanying administrative difficu and maluse of res 

hf exible price support There is no st é { rae previous ri t ed 
support that does not also apply to flexible price Ip} t t i is to 
really give price support Che only ameliorating statement that ca iid for 
flexible supports is that they arrive at the points of trouble more s 1 henee 
later than do high-fixed supports; but if the ire continued and effective raise 





yrices the ultimate V WI arrive xactlv where |} on nxed suppe es 


With these statements on the different forn f suppor! in mind a glance at 


the comparative tabulation given above is revealing he two-price system 
without control, which I have previous lescr 1 is distinetly superior in nearly 
every respect 

Che net credits of pluses and the net discounts of minuses for the different plans 


are a very revealing set of conclusions also rhe t price system has a high 








net credit of pluses di co ted with few minus¢ I} Brandt plan, the lomestic 
allotment plan, the export-import tie plan, a the M n plan, all 
have relatively small aggregates of credits and discounts small net 
discredits or credits 

The production payment plan, on the other hand, reflects a moderate number 
of credits, a larger number of discredits and conse ently @& Telatively ma net 


discredit It is characterized by either heavy credits on some phases or heavy 












discredits on other pha 
High-fixed supports have been judged as characterized by almost complete 
discredit with few cr ing in a total of 38 iseredits the poorest 





showing of all 8 plans. Flexible supports rur se behind it and exactly in the 





same direction as high-fixed supports; but edited with only 1 point of 
merit and a net of 26 points of demerits In short it is the runner-up in discredits 
These judgments obviously are just that—judgments only; and the different 
points obviously cannot be assumed to have equal weight in tl summatior 
Discounting this and any bias the reader may as n to tl vriter tl ‘omparison 
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does give food for real thought I believe. I hope others whose bias may run in an 
other direction will try their hand at the game. 

The CHArRMAN. Tomorrow morning, we will hear Mr. Homer 
Brinkley, representing the National Council of Farmer Cooperatives, 
here at 10 o’clock. 

The meeting is adjourned. 

(Whereupon, at 11:45 a. m., the hearing was adjourned, to recon- 
vene at 10 a. m., April 17, 1953.) 
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FRIDAY, APRIL 17, 1953 


Unirep Srates SENATE, 
COMMITTBE ON AGRICULTURE AND Forestry, 
Wash ington, dD, GC. 

The committee met, pursuant to call, at 10 a. m., in room 324, 
Senate Office Building, Washington, D. C., Senator George D. Aiken 
of Vermont presiding. 

Present: Senators Aiken (chairman), Hickenlooper, Ellender, and 
Holland. 

The CHarrMan. The committee will come to order, and we will 
proceed with the hearing. 

We have with us Mr. Homer Brinkley representing the National 
Council of Farmer Cooperatives. 

Mr. Brinkley, will you take the seat here next to Senator Ellender. 

I am sure you are familiar with the purpose of these hearings. And 
that is to get as much background material as we can on the matter 
of exports and imports, realizing the vital effect that they have upon 
our agricultural prosperity in this country. 

We are very glad that you, representing one of the great farm 
organizations, or federation of farm organizations, can be with us. 

I notice that you have a statement prepared. Do you want to read 
it? 

Mr. Brinxiry. Yes, please. 

The CHatrMANn. Then you may proceed to read it. 


STATEMENT OF HOMER L. BRINKLEY, EXECUTIVE VICE PRESI- 
DENT, NATIONAL COUNCIL OF FARMER COOPERATIVES 


Mr. Brinkiey. I appreciate the opportunity, Mr. Chairman, and I 
might say by preface that my own thinking at any rate in regard to 
this subject is that it is perhaps one of the most important that this 
Nation faces. 

And we have been spending in our group a great deal of time in con- 
sidering both the basic and fundamental aspects of international trade 
as well as some of the more current problems and have been giving 
some attention to a few ways by which we might reach some solution 
or at least approach a solution to some of these problems. 

Our own group, of course, feel the full impact of these difficult 
export situations; because they are engaged in the actual sale, in the 
business transactions, of most of the important agricultural commodi- 
ties in America. 

And I would like, therefore, first to treat with some of the funda- 
mental issues as we see them that underlie the great basic problems 
involved in international trade. 

About 450 million gainfully employed persons are working in the 
non-Communist world in industry, commerce, transportation, finance, 
mining, and agriculture. 

Approximately 250 million of these are employed in agriculture and 
mining. Thus, 55 percent of the gainfully employed are producing 
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raw foodstuffs and fiber, and raw materials and earthy materials for 
processing in the manufacturing establishments of the world. 

However, in Africa, South America, and non-Communist Asia, 66 
percent of the workers are employed in agriculture and mining. ‘These 
are so-called underdeveloped areas. In the United States, Canada, 
and Australia, the figure, on the other hand, is under 20 percent 
employed in agriculture and mining. These are highly industrialized 
areas. In Europe the figure is approximately 50 percent. ‘This is an 
old economic area in need of modernization of production in both 
fac tory and field. 

The pattern of employment of persons closely follows the pattern 
of investment, production, income, wage levels, technical knowledge, 
and standard of living in these respective areas of the world. Under- 
developed areas are thus defined as lacking the well-integrated balance 
in production of primary materials of manufactured and processed 
products thereof, and in distribution of such through well-organized 
trade channels for widespread consumption, which characterize the 
more developed areas 

We are familiar with the situation in agriculture in the United 
States, where the capital investment is valued at $160 billion of land, 
machinery, and livestock for 10 million workers or less, or about 
$16,000 per worker. The capital investment required per worker for 
extractive industries varies from a few thousand to hundreds of 
thousands for certain operations. 

Here we have the pattern of the most highly mechanized industry 
and agriculture in the world. Because of competition between various 
segments of the economy, production must be held at a high level per 
man in order to justify the competitive wages and standard of living 
required to create the capital investment and attract the manpower 
needed in industry. 

In return, high production per man means a high purchasing power 
per individual, “and a high saving ratio for renewal and expansion of 
caeiied. The ability to create capital for continuing investment in 
plants and facilities and land and equipment to round out economic 
farm management units is one of the distinguishing features of an 
economy based on a high production per man. 

Another distinguishing factor in the cumulative expansion of Ameri- 
can production per ee has been the protection thrown around 
producers, and which has been generally established as national policy. 
The most important of these are typified by such measures as immigra- 
tion quotas, minimum wages, and retirement benefits to protect the 
income and living standards of the wage earner; Federal deposit 
insurance research and patent registry, and security exchange controls 
to protect the savings and capital formation of the investors; price 
supports to put a floor under farm and farm- -capital replacement; and 
long-term loans with low interest rates for acquiring homes to insure 
ownership to a growing number of consumers. 

These are, in fact, controlled inflation measures designed as incen- 
tives to encourage and distribute the benefits of increased production 
of farms, mines, and factories to both producers and consumers. 
Since in America, with certain recognized exceptions, We are consumers 
in like proportion as we are producers, the stated objective has been to 
protect and encourage the benefits of a high production to all concerned 
im our economic community. 
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So far as | know, we have not until lately, from internal sources, 
been accused of extreme nationalism because of these broad measures 
designed to maintain incentives for a rounded economy with a high 
production base. These policies were designed to maintain a balance 
in the productive economy of the country, which, at this time, has ex- 
ceeded that of the rest of the world in most respects, and has developed 
a production margin of approximately 10 percent above consumption 
and plowback, which is being given to less productive peoples in lieu 
of investments for increased production in areas where more capital 
could obviously be used advantageously. These measures are ac- 
cepted as going national policy, even though their efficiency and pro- 
priety are debated from political and economic viewpoints. 

Another incentive to production which has been debated through 
the vears has been the import tariff, and, more recently, the quanti- 
tative restriction on import and export of products and materials which 
injure or threaten the maintenance or expansion of production of 
specific products. These were originally sponsored in the national 
interest, although it has been debated throughout the lifetime of the 
Republic whether they have always so operated or will so operate in 
the long-run future. 

Coincidental with these national policies, we have developed a 
broad, highly integrated productive capacity which supplies our 
rapidly expanding domestic wants, and produces a surplus besides, 
Some particular items of surplus are wanted—at least temporarily 
by peoples in other countries, which lack the productive capacity to 
supply them for their own consumption at the same volume and cost 
at which we produce them in this country 

By high production we have validated the national currency so that 
even at the current inflation levels, the dollar is one of the few generally 
acceptable hard currencies of the world. For that reason, and bacause 
of our price structure, sustained as it is by national policy, many of 
those countries are ready to restrict consumption of much of their own 
primary production in order to export it to the American market, to 
get a larger purchasing power than they could obtain in other markets. 
Some countries have not hesitated to let their own national 
need in order to export food and fiber to this and other areas where 
they could obtain dollar exchange. 

Thus, much of the production of primary producers in these coun- 
tries is being first offered in American markets in order to get dollars 
to purchase consumer goods, and even luxury goods, produced so 
plentifully here. There are, in many of these countries producing 
principally primary materials, no real production margins for capital 
formation to be used in expanding the production base in industry or 
additional primary production. 

Our country, with its surplus production capacity and high standard 
of living, does not need a great many of the products being offered 
from these areas. They are needed in other underdeveloped countries 
and in partially developed areas, such as Europe. There is no particu- 
lar merit in trade for trade’s sake. ‘Trading for the sake of trading is 
like being for education because it is so very educational. ‘Trade is 
justified when a country in a full production and consumption status 
has a surplus of a product which another country needs but cannot 
produce, where the latter is in a position to exchange for it a product 
surplus to its own needs when poerating at a full consumption status. 
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However, we are being told that unless we taken these products, we 
are causing a dollar shortage which restricts international trade and 
particularly the world wide distribution of our surplus production. 
The large balance of export trade over import trade is the primary 
evidence offered that our so-called “nationalistie policies” are ham- 
stringing foreign economies. Included among these is our farm 
program. 

Since 1842, under each tariff law, high or low, we have had a large 
and growing export trade balance which in earlier days could be settled 
in gold. Prior to that time, we were a net importer of goods, services, 
and capital. The capital was used to develop our produc tive capac ity 
in terms of plants and facilities for primary production, processing, and 
distribution. So that about that time we began in a small way to 
produce more net than we needed for internal consumption and began 
to repay our capital debts with production excess to our consumption 
capacity. 

It is pointed out here that during periods of relatively abundant 
trade, our export balances grew by leaps and bounds, just as they have 
done recently. These always caused the so-called “dollar shortages” 
now existing abroad. The pressure is being put on to abandon these 

‘nationalistic programs’’, such as price supports and wage incentives, 
in order to absorb more imports of primary products. 

As far as agricultural products are concerned, we are important 
suppliers of foreign consumers’ and manufacturers’ needs of cotton, 
wheat, tobacco, corn, rice, lard, and grain sorghums, because they 
are not obtainable elsewhere in the desired quantity or quality, or 
at the desired terms. If the value of these more or less noncompeti- 
tive products is deducted from our total agricultural exports of over 
$4 billion in the 1951-52 period, there remains only slightly over 
$1 billion value of exports of one hundred and sixty some other agri- 
cultural products. 

If, from our agricultural imports, we deduct the value of coffee, 
rubber, sugar, woodpulp, newsprint, and cocoa, which we get from 
abroad, we have approximately $1.5 billion of imports of other agri- 
cultural products which are largely competitive. This is an im- 
port balance of a half-billion dollars in the competitive field. As 
a matter of fact, under present trade policies our total agricultural 
imports have exceeded our agricultural exports during the last two 
July-to-July periods, and in the 1951-52 period this excess of imports 
was about $700 million. 

Likewise, our exports and imports in the fields of minerals and other 
crude materials, processed foodstuffs, and unfinished manufactured 
goods have been close to balance. Indeed, it is almost wholly in the 
field of finished mass-production goods that our $4 or $5 billion 
export balance has developed and maintained itself. The pressure 
is on for producers of raw farm and mine commodities to absorb 
still further imports to finance exports of finished mass-production 
goods. In order to divide the farm groups in this country on the 
foreign-trade question, foreign countries are being encouraged from 
this country to impose sanctions against our agricultural exports 
because we temporarily restrict importation of another farm product 
already in abundant supply here. 

All this fits logically into the pattern of economic underdevelop- 
ment in certain areas of the world outlined heretofore. We have a 
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highly developed manufacturing capacity, surplus to our needs, in 
mass-production fields. The underdeveloped countries lack that 
capacity, but have plenty of primary resources. We are exporting 
great quantities of these manufactured products and importing rela- 
tively little of this category. The “dollar shortage”’ is in this field 
Close study of the immediate short-term benefits accruing to impor- 
tant economic groups in this country under this pressure indicates 
the extreme likelihood that any change in that situation, naturally 
or artificially induced, will meet extreme resistance, to say the least. 

A further feature is that because of restrictions based on our defense 
and expanding capital needs, a large share of these exports of finished 
mass-production goods is consumer goods. They are not capital goods, 
which are the prime need, the absolute necessity, if we are going to 
correct the world production unbalance, the world standard-of- living 
unbalance, and the world economic and political strains and pressures 

We have had and still have ‘‘dollar shortage”’ areas in this country. 
[ grew up in such an area in Louisiana. We had a struggling agricul- 
ture until oil was discovered. Outside capital came in and developed 
the oil wells, the pipelines, and -efineries. The wage incentives 
attracted hands from the farms and the teachers from the schools for 
field and office work. Oiul-well supplies poured into the area, services 
sprang up, royalties and taxes were paid. ‘The dollar shortage was 
forgotten, as these developments created a whole range of new indus- 
tries and services in which increasingly large numbers of our people 
found employment. New capital reserves were created which brought 
returns from investment as well as from labor. ; 

Within the quarter of a century, roads, railroads, schools, telephones, 
and other community facilities were established. Increased demand 
for diversified farm products sharply increased farm opportunities 
and farm market volume. 

About a decade ago the chemical industries of the country ieewn 
on the scene because of new discoveries in the research field and the 
presence there of the basic raw materials in salt, sulphur, and petro- 
leum; because of the labor available; because of water and rail trans- 
portation and water resources in quantities sufficient for industrial 
needs. They brought in capital, technical services, and wage incen- 
tives, and constructed plants and power facilities. The workers came 
down off the farms, and today the Gulf coast form Corpus Christi, 
Tex., to Pensacola, Fla., is teeming with industrial development, 
based on use of native mineral, power, labor, water, and transporte- 
tion resources which, up to that time, had been dormant. 

Capital and know-how were the area imports. The unused labor 
and natural resources were the base. The area exports a great variety 
of chemical products. shipped here and abroad. It imports a great 
variety of hard goods, consumer goods, and tools. Trade has flour- 
ished. I have seen the same thing happen to greater and lesser degree 
in other areas of developed natural resources and unused manpower, 
with the help of outside capital, technical direction, and the courage 
and money to take calculated risks 

The formula which has worked in these United States will work in 
other parts of the underdeveloped world which craves a high produc- 
tion»and consumption level and sound economic balance. If we 
increase our imports by $4 billion worth of primary products necessary 
to balance present exports, there would still be a “dollar shortage” 
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for meeting the world’s insatiable demand for our manufactured capi- 

tal and consumer goods, because most of the imported materials, when 

converted by manufacture, would have to find foreign markets at 
values which would sustain our domestic costs. 

We need to revise our trade policy to emphasize workable agree- 
ments for use of our capital and know-how in countries underdeveloped 
or partly industrialized, and those in need of modernization of plants, 
facilities, and operating methods. ‘The only way to restore economic 
balance in the world is by strengthening the production-consumption 
base in each country separately, according to need. 

Higher wages, price incentives for raw materials, and fast-moving 
distribution services will follow entry of our private capital and tech- 
nical services in the countries, if protected by a firm official atmosphere 
of understanding, friendliness, and justice. 

Trade in food, fiber, and factory products will flourish between 
highly developed, prosperous areas without nursing. Trade artifici- 
ally stimulated as between highly industrialized areas and primary 
producing areas will drain the latter of their purchasing power in- 
evitably. It will ultimately wreck any economic structure built on 
such an unbalance of production. Check the great empires of the 
world. They have risen and fallen on attempts to exploit the primary 
producers in an unbalanced economy. With them, the cost of the 
military measures necessary to sustain an artificial economic relation- 
ship has usually been the straw which broke the camel’s back. 

In the absence of such a program, what do we find in these under- 
developed areas? Uneconomic agricultural and industrial production 
struggling futilely under restrictive trade barriers, self-imposed. 
Tariffs and import restrictions result in an even greater unbalance as 
ill-equipped workers of farm and factory attempt to protect their pre- 
carious jobs. Exchange restrictions are invoked to maintain unstable 
currency and treasury positions. Export subsidies are offered to 
meet our low-cost competition resulting from more efficient production. 
Import quotas are decreed to avoid competition from our efficiently 
produced articles of consumption in fields competitive with domestic 
enterprises. State trading forces the abdication of private enterprise. 
Government is financed through the purchase and resale of goods at 
cut-throat values. Food subsidies are utilized with their never-ending 
drain on state treasuries, to relieve the burden of the low wage level 
attendant upon uneconomic production. All these and other meas- 
ures are enforced, all in the face of a scarcity of production for home 
consumption. And what do they do to international trade with a 
country geared to produce in excess of its needs such as this? They 
stifle it at its source. And, in addition, they have been encouraged to 
believe that our economy will make the domestic adjustments neces- 
sary to absorb their uneconomic production and sustain their public 
fiscal policies. Carried to the ultimate, we would eventually find 
our economy dragged to the same economic levels of the different 
countries of the world. 

Such restrictive and nationalistic measures may be compared to 
the use of aspirin to cure pneumonia—they may temporarily alleviate, 
but they never cure. It is significant, too, that in the process of 
alleviation, new and strange diseases are caused in other areas 
Retaliation prevents the effectiveness of the palliative, and brings 
more retaliation. So we see the vicious circle complete. And the 
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end result? Constantly dwindling exchange of the world goods— 
growing nationalism in its most uneconomic and illogical aspects; 
national hostilities—the death knell of international cooperation ; and 
the path made clear and straight for the vulture nations. 

Our principal contributions to the restoration of world trade in 
recent years have been private capital investments and public loans, 
grants, and gifts. Properly directed and used, these can be instru- 
ments of economic production. 

This country grew great on foreign capital. Investments made by 
nationals of other countries helped build our railroads, clear our land, 
build our industries, and build our country. But remember—we used 
money to build, and we built so we could produce. On the founda- 
tion of that capital, long since repaid, we built the greatest productive 
economy the world has ever known or dreamed of. 

In my part of the country, wealthy sugarcane planters imported 
architects and materials from France and England to build mansions, 
but they waited until they could pay out of income. Early rice 
barons of the Carolinas imported the furnishings of European castles, 
but they did it after the Europeans had bought and paid for their 
rice. Much of the capital for these sugar and rice plantations de- 
velopments came from Europe in the first instance, but it is significant 
that the imports of culture and refinement came after the mill ma- 
chinery first imported had paid for itself in full, out of the proceeds 
of bountiful production. 

Another illustration of a regional character, but with international 
significance, is the fact that succeeding the Civil War, the Southern 
States, prostrate and helpless after that holocaust, neither asked for 
nor received grants, loans, or gifts. To the contrary, there was a 
determined and sustained eftort to keep that area in economic and 
social subjection. Those States came back and they grew great in 
the process. They achieved greatness through the will and determina- 
tion and the ability to build a productive economy. But they had to 
get it underway without outside capital or know-how, and the process 
took much too long. As a result, the Nation as a whole paid the 
penalty for that needlessly long process. Aid in achieving the 
capital for production sooner would have paid untold dividends 
the entire Nation. But the job was done despite the almost insur- 
mountable odds by tightening the belt in order to obtain slim margins 
of production capital. 

There appears to us to be a sharp contrast between the illustrations 
used here and certain of our activities in the foreign field. We are 
encouraged, though, that we seem to be learning. But valuable time 
has been lost. 

How much farther along the road to recovery would many recipients 
of our aid be, had we furnished them with machines and tools instead 
of automobiles? What would be the result now, had some of them 
used the exchange for locomotives instead of refrigerators? What is 
the relative difference between the productive alue of tractors and 
radios, for example? There has been entirely too much quavering 
fear of what people in other countries would say and think of us 
should we demand restricted and supervised direction of our public 
funds invested or loaned or granted for aid. I can imagine the 
consternation with which an American banker would view the pro- 
ceeds of a farm loan being used to buy an automobile instead of the 
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tractor that the loan was made for. Automobiles are not noted for 
their productive capacity outside the taxicab field, and bankers like 
to have their loans repaid. It takes production to make capital 
loans have economic value, and our bankers are notable for seeing 
to it that loans are directed to that end. Investment is not an end 
in itself, but it must have direction and production goals of definite 
and specific nature. 

To go a step further into the field of directed or supervised invest- 
ment—and we should not forget that, as the world’s greatest creditor, 
we are likely to be acting in that area in one capacity or another 
for some time to come—is it too much to ask that definite and specitic 
methods be required of receiving countries to see to it that the benefits 
be spread over the greatest possible number of people? And that 
they be directed at economically sound production? 

Perhaps the greatest contribution made in the general economic 
field in our time is the development of a system in this country which 
takes its benefits to all the people to the greatest extent possible. 
Many of us may not like some of the methods which have been used, 
but no one can quarrel with the principle that the benefits of a free 
society should accrue to the greatest extent possible to those who earn 
those benefits by their productive ability and contribution toit. From 
this has come our great middle class—the class which buys the things 
they themselves produce, and buys those things in abundant quantity 
and amazing variety. 

In countries with 90 percent of the wealth concentrated in the hands 
of 10 percent of the population, no middle class exists, and no mass 
market exists, either. Poverty-stricken peasants and peons buy no 
electric iceboxes, automobiles, tractors, television sets, or radios. 
With no market for these there can be no volume production. With 
no production, no income. With no income, there is no purchasing 
power, no trade—international or otherwise. Here is the fundamental 
“dollar shortage,’’ whether it be expressed in pesos, marks, francs, 
quetzals, rupees, or what-have-you. 

The creation of the means of production and the equitable distribu- 
tion of the results of that production on a sound basis is but the first 
link in a long chain of events which it sets in motion. We mentioned 
earlier the part played in the development of this country through 
capital investments made by the nationals of foreign countries. There 
is abundant evidence to indicate that our own nationals would make 
investments by the billions of dollars all over the world if the invest- 
ment climate were favorable. As an example, such a climate does 
exist in Canada, and in Canada there has been a growth and develop- 
ment in recent years that rivals our own. Production, income, and 
trade has come from a combination of foreign and domestic capital, 
resources, and manpower, which latter, in the mass, benefits directly 
from that development. ‘Trade flourishes between us in spite of a 
commonwealth trade preference with the sterling area. 

The Foreign Commerce Weekly of January 26, published by the 
Department of Commerce, carried a most interesting article entitled 
“Caribbean Territories Formulating Industrial Development Pro- 
gram.’ The gist of this article was that the Caribbean territories, 
through the established Caribbean Commission, are formulating a 
broad program designed to create the most favorable climate possible 
for attracting and facilitating profitable and stable private capital 
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investment in a drive for the industrial development of the area. At 
Montego Bay, Jamaica, November 21 to December 3, 1925 repre- 
sentatives of Caribbean territories, and of the governments of France, 
the Netherlands, United Kingdom, and the United States met in th 
fifth session of the West Indian Conference 

The Caribbean territories represented included: Jamaica, Trinidad, 
Barbados, Leeward, and Windward Islands, British ( Guiana, British 
Honduras, Netherlands Antilles and Huriman, French Martinique, 
Guadaloupe and French Guiana, Puerto Rico, and the Virgin Islands 
At this meeting steps were taken to attract foreign investment capital 
particularly from the United States, by correcting inadequate existing 
economic and political policies in order to stimulate and promot: 
industrial development. 

Industrial development agencies were created to find building sites, 
promote legislation and regulations, establish services for the selection 
and training of labor and technical assistants, revise tax laws, and 
develop vocational training and research in markets, trading develop- 
ments, transportation, statistics, and economic planning on an area- 
wide basis 

Recognition was given to the necessity for intensifying and modern- 
izing agriculture as an essential for providing raw materials needed for 
industry. It was recommended in the allocation of capital and re- 
current expenditures for development purposes that the governments 
in the area endeavor to maintain a fair economic balance between 
agriculture and industry. 

It is such activities as this that encourage us to believe that there 
lies latent within most of these underdeveloped areas the ability to 
spark-plug a balanced economic development with the stimulation and 
support of friendly governments. They will never do so under the 
paternalistic program which we have been pursuing. The experience 
of Puerto Rico in its economic development program indicates that a 
prosperous, balanced economy is the best basis for both domestic 
and international trade. 

Events of the last few months demonstrate that in normal times 
our domestic and foreign agricultural marketing programs are, in fact 
so closely related that they must be considered as one and the same 
thing. The conflict between our price level supported by Govern- 
ment programs and the world market for agricultural products has 
been fully demonstrated in the potato surplus of 1951, the wool price 
debacle of 1952, the butter accumulation of 1952 and 1953, the 
$600 million subsidy required in the international wheat program, and 
in lesser degree in other price-support operations where American 
products are in a competitive position with work | products for domestic 
and foreign markets. 

It is our opinion that not enough attention has been paid by our 
private industry and producers’ marketing agencies to developing and 
promoting sales in foreign areas when they are deterred by a Govern- 
ment program ill-adjusted to changing economic situations and market 
developments. 

There should no longer be any?¥doubt that our domestic economic 
policies and our foreign economic policies must be coordinated closely. 
It has become evident that they can no longer be differentiated in a 
peacetime economy depe ndent on integrating the productive re- 
sources of different areas of the free world. 
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That is the problem which has arisen in connection with farm 
prices in this country supported at higher levels than world prices on 
a declining market. During the last decade our price supports for 
agricultural products have served a useful purpose as incentive to 
gain a high production of food and fiber needed in the free world 
economy. With the demands for our foodstuffs and fiber being 
softened by increased production in other areas of the world, it has 
become evident that our production capacity is now geared to produce 
heavier supplies of many products than the domestic and foreign 
markets will absorb under present conditions. 

Our economy, geared to high income through high investment, 
high wages, and high prices is operating on a different economic 
level from many other areas of the free world with which we need to 
trade and which we need to aid in their economic development. Some 
means must be found to step down from our high-level economy to 
theirs in our trading operations; and vice versa, to step up from their 
lower level of prices and wages and productivity to ours. 

This is the same problem which confronts shipping interests who 
wish to operate boats between the 600-foot sea level of Lake Erie and 
the 0 sea level of the Atlantic Ocean. The Welland Canal into Lake 
Ontario is equipped with locks for accomplishing the lowering and 
raising of boats from one level to another with a minimum of energy 
and cost. 

As long as we have price supports, minimum wages, and accompany- 

¢ high productivity per man in this country, we will have to have 
an economic device similar to the locks of the Welland Canal for accom- 
plishing the trade transition from one economic level to the lower 
economic level of our foreign customers and suppliers. 

There are many devices which might be capable of establishing this 
transition procedure. They should all be measured against the 
necessity for providing producers and private industry with sound 
incentives to accomplish the result with a minimum of intervention or 
financing by Government. 

3y this we do not mean to imply that Government should be 
excluded from participation. In these days of more and more inter- 
vention by government in economic affairs in all nations of the world, 
there are many areas of activity in which direct governmental assist- 
ance may be of paramount importance. But first emphasis in this 
country should always be placed on the establishment of a climate in 
which private trade will flourish, both in domestic and international 
trade. This means providing incentives for that trade, and estab- 
lishing proper safeguards and lubricating devices. 

We submit that in the economic affairs of the world today there is 
a sharp and enduring contrast between the standards prevailing in 
the United States, and those of all the rest of the world. Our own 
standards are protected by many devices applicable not only to agri- 
= but to a great many other areas of activity. The problem 

‘ms to us to resolve itself into the development of means by which 
fs armers of the Nation may continue to avail themselves of the privi- 
leges granted to the rest of our economy designed to maintain those 
high standards, and at the same time achieve the benefits of trading 
prerogatives and opportunities which occur in foreign trade without 
sacrificing their domestic rights. This leads us inevitably to the 
fundamental issue of whether we can meet this problem under the 
circumstances and conditions surrounding our present farm programs. 
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It seems to us increasingly clear, that while our present price- 
support policies have worked over a period of a great many years to 
do one particular kind of job, it does not nece ssarily follow that th ‘Vv 
are adequate to an entirely different situation. Many of the funda- 
mental problems of agriculture and its place in international trade 
have been completely obscured ever since the beginning of World 
War II. 

Now we are getting into an entirely different atmosphere, and one 
which may prevail for many years to come. It seems to us logical, 
therefore, that our past plans be critically reexamined in the light of 
things to come, rather than that of the past 

We mentioned earlier that there were several devices which might 
be capable of meeting a situation such as has just been indicated. 
One of these is, of course, that of an export subsidy program. We 
have used such program vith Varying success. There are commod- 
ities particularly susceptible to successful operation under such a 
program. Indeed, the principal problem, that of financing, is even 
provided for many commodities hrough section 32 funds We Sin- 
cerely trust that this problem may be carefully studied with a view 
to a sound operation of export subsidies where necessary, in the case 
of certain commodities not susceptible of proper treatment under 
current plans or others which may be proposed. 

Our principal point is that, while the value of export subsidies in 
general is much debated, they should be viewed in the most practical 


light possible, and not be ruled out because of criticism directed at 
them by those who view international trade in a different light than 
that of the hard-headed businessman, who has a product to produce 
and sell in whatever market can be found, in tough competition with 
foreign producers who may themselves be in such competitive posi- 
tion largely or entirely because of direct or hidden subsidy , or of direct 
governmental operation. 

More and more attention is being given by many to multiple pricing 
mechanisms—a domestic price or income level to maintain the eco- 
nomic position of farmers on the same basis as that enjoyed by other 
segments of our population, and another price or prices fully com- 
petitive with other countries of the world, susceptible of rapid change 
of levels, terms, and conditions—and entirely unsubsidized in order to 
avoid antidumping measures in such countries. 

Under present statistical methods, it is entirely possible to predict 
within close limits the amounts of any basic commodity likely to be 
consumed by domestic markets. We suggest close examination of a 
plan which would result in an effective segregation of needed amounts 
for both domestic and foreign markets, implemented by enforceable 
methods which do not involve individual acreage allotments 

Such methods might involve allocation to individual producers of 
percentages of their annual production which would be made available 
to each of the domestic and foreign markets, accompanied by income 
certificates of the difference between market and parity prices tor 
domestic consumption, and no certificates for exports. 

Another similar device might entail the issuance on the same basis 
of marketing certificates for each type of market, which, in fact, be- 
come sales permits. With the latter constituting definite limits on 
domestic sales equal only to the domestic demand, support prices 
at or near parity could be sustained without danger of loss through 
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acquisition of large supplies in the hands of Government. Supports 
might be granted on the balance for export or other uses, but always 
at levels low enough to permit of flexible and competitive pricing. 

We see as of paramount importance in such devices the decided 
probability that in a relatively short period of time farmers would 
themselves decide how much production at prices lower than domestic 
levels they could afford, with adjustment of production to a chosen 
market coming about through the play of natural factors, rather than 
by means of governmental administration of acreage, production, 
and price. 

[t will be observed that in the above ideas, flexibility of pricing has 
been confined largely to that portion of a commodity which must find 
outlet in export markets under varying conditions if competitive 
pricing. This arises from concern that the use of devices which apply 
the same principle to the entire production by use of a formula arti- 
ficially arrived at and depending only upon supply conditions, may 
not be adequate to meet prevailing demand conditions. Prices sup- 
ported at levels dictated entirely by supply may be totally unrealistic 
under prevailing or changing conditions of demand in foreign markets. 

Furthermore, producers may find themselves under compulsion to 
increase production in order to increase cash income to meet cash 
costs, even though such production is made at a loss. 

[t should be understood, of course, that the above general observa- 
tion is more likely to apply to basic crops which are generally pro- 
duced on a basis considerably in excess of domestic demands, and 
where the total price may be largely dictated by world prices in the 
absence of measures to the contrary. 

There are doubtless other measures which may prove effective, and 
the major point is that under conditions as they appear now, it 
would seem that we need more than ever a full realization that we 
may not, with safety, separate our domestic agricultural programs 
from the compelling ‘influences becoming inc reasingly more apparent 
in a new and increasingly complex international-trade situation. The 
foregoing outlines of some of the suggested approaches are solely for 
purposes of illustration, and are not advanced as solutions of the 
entire problem. 

Outside the field of general farm programs, we.suggest that careful 
examination be made of machinery which may already be available, 
both within and outside government. ‘To advance a specific idea in 
that connection, we suggest careful examination be made of the pos- 
sibilities of developing noncompetitive import opportunities, the pro- 
duction and importation of which might be financed by the Export- 
Import Bank, in return for which we might channel specific exports 
of farm commodities not covered under general farm programs, and 
which have developed serious export problems. Trade sources in 
this country with mass distribution facilities might well be mobilized 
in this type of channeled trade. It does not solve the whole prob- 
lem, but it would help in many ways, including the avoidance of 
direct competition with highly advertised and attractive consumer 
goods which lay claim to scarce dollar exchange in many areas 

We suggest further that, on the record, private industry has a 
better trading history than does Government. Should Commodity 
Credit Corporation continue to come into possession of large blocks 
of commodities, we propose they assume the primary role of supervis- 
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ing distribution by marketing contracts or agreements with private 
handlers, reserving necessary authority for fiscal controls. 

Sheuld such methods prove inadequate, Commodity Credit Corpo- 
ration might then be authorized to sponsor and develop quasipublic 
commodity-trading corporations in cooperation with private industry 
for the purpose, first, of competitively marketing such stocks at such 
prices as can be obtained in established markets, or, second, to divert 
stocks to other purposes or new uses to the best possible advantage 
If such corporations were empowered to employ personnel at com- 
pensation above Governmental levels, they would find it possible to 
hire the best. possible talent for each particular job—outstanding 
experts in their respective fields. 

Our expanded Foreign Agriculture Service in the USDA might 
well direct its efforts to ferreting out trade opportunities in coopera- 
tion with private trade. We are less concerned with statistical find- 
ings and philosophical treatises on the advantages of trade than we 
are with the development of specific opportunities to sell goods and 
the best ways in which they may be sold—equally so with ways and 
means by which we on our part can help find mi arkets and point the 
way in specific directions for greater imports bere of complementary 
commodities, both raw and manufactured. 

Something new has been added to all the other compulsions for a 
critical reexamination of our own foreign-trade policies. There is 
growing evidence that, in what appears to be a real ‘peace offensive”’ 
on the part of Russia, there may well develop, as an important aspect 
thereof, a major trade war. 

With her desperate need for both consumer and productive materi- 
als, Russia and her satellite countries may make major inroads in our 
own trade in Western Europe 

In a move to checkmate the growing industrial development of 
Japan and her trade with the rest of Asia, Russia, and Red China might 
well make decisive moves in Asiatic countries to lessen our own 
influence, as well as that of Japan, in that enormously important area. 
Contemplation of these and other possibilities sharpens the necessity 
for us to most carefully analyze and implement the desirable balances 
of power in trade which should be established in order to insure eco- 
nomic stability in the world. 

It seems to us also that any contemplation of such international 
potentials leads us to the inevitable conclusion that the problems of 
agriculture may notsafely be taken out of context of the issue as a whole. 
Our foreign-trade problem, in its vast and growing complexity, does 
not lend itself to piecemeal solution. 

In summary, three very important phases in promoting our foreign 
_— in agricultural and other products are: 

The 1 aie ate investment of available capital in developing a 
bs is ‘ed economy in underdeveloped and partially developed areas in 
order to enhance income and purchasing power to furnish an equitable 
basis lor exchange of goods and services. 

2. A farm program which adapts itself to both our domestic economy 
and world trade needs. 

3. A vigorous private foreign sales promotion for trade in farm 
products, in a favorable climate created by the Departments of Agri- 
culture, Commerce, and State 

Thank vou, Mr. Chairman. 
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The Cuarrman. Thank you, Mr. Brinkley. That is a very excellent 
statement. 

It brings out a few things which have not as yet been set before this 
committee. 

Are there any questions? 

Senator ELLENDER. I, too, want to compliment Mr. Brinkley for 
the statement. 

Of course, it is very general, and I wish he could have been a little 
more specific in his remedy of the situation. 

You spoke of export subsidies. We have had a sad experience in the 
case of wheat. How would you have handled that situation? 

We have lost in the last 4 years, as you know, $600 million. 

And if we tried to explore that phase of your recommendations 
here, that would be the first hurdle we would have to jump. 

Mr. Brinktey. There is a question in my own mind, Senator, 
whether in the case of these great basic commodities we should not 
look at those in the light of a general farm program rather than specific 
measures such as that. 

[ rather visualize the use of subsidy operations for certain special 
commodities where sudden critical situations develop and where 
specific and definite measures are needed quickly in order to alleviate 
those conditions. 

Senator ELLENDER. Can you give us an example? What crops do 
you have in mind, and how would you apply your measures? What 
would be the intended results? 

Mr. Brinkiey. The question of export subsidies is one which is 
very complex because of the possibility of retaliation and the invo- 
cation of antidumping legislation in foreign countries. 

I think it should be studied very carefully, and 1 would not want 
to generalize on the use of export subsidies. 

Senator ELLENDER. Yet you advocate it? 

Mr. Brinxuey. Yes, I advocate the study of export subsidies for 
these particular situations. 

Senator ELLENpDER. You do not have anything specific to offer us? 

Mr. Brinkuey. I think it is an area that should be carefully ex- 
amined in the light of the particular needs that might arise for some of 
these special situations. 

The CuarrMan. I take it that you advocate the study of export 
subsidies rather than specific subsidies themselves; is that correct? 

Mr. Brinkuey. That is correct. 

The CHarrMANn. Excuse me, Senator Ellender. 

Senator ELLENDER. We have been doing quite a bit of studying 
since I have been here, and we have not reached any conclusions yet. 

What this committee would like to have is something specific, not 
generalities; with all due respect to those who have offered general 
suggestions. 

Mr. Brinxtey. I think you are going to get something specific 
from producers of some of these crops that are in serious trouble 
right now because of the lack of export markets. 

Senator ELLENpER. Then would you want to apply them to special 
crops? We did with wheat. 

Mr. Brinkiey. Very definitely with special crops. 

Senator ELLENDER. We did with wheat and it does not seem to 
work 





SAN ek pt 


er eS 


: 
t 
‘ 
; 
? 
i 
; 








FOREIGN TRADE IN AGRICULTURAL PRODUCTS 179 


Mr. BriInkKLeEy. I wonder if we could come back to the statement 
that I made a while ago that in my own view I look upon the export 
problem of these great basic commodities as one which is not sus- 
ceptible of solution by a general application of the subsidy program. 
I rather think that that would require a different type of legislation, 
different type of approach, than the one of export subsidies. 

Senator ELLENDER. What makes you think it would work better 
on other crops? 

Mr. Brinkuey. For one thing, they are smaller. 

Senator ELLENDER. You mean they require less money? 

Mr. Brinkiey. They require less money, and probably develop 
less repercussion in some of the countries in which they might be sold. 

Senator ELLENDER. You also generalize on what | interpreted as 
the two-price system. That is, one price for domestic consumption, 
and then what you can get for your export production 

Mr. Brinkiey. Again I advocated close examination of that gen- 
eral area. We need a lot more study on that. 

Senator ELLENDER. Can you be a little more specific? When I first 
came here back in 1937 I remember that Mr. MacDonald from the 
State of Texas, who was then Commissioner, advocated that and 
studied 1 

Mr. BrinkLey. You remember prior to that that we developed for 
the rice industry, and you helped us with it, the income certificate 
plan for rice. 

Senator ELLeENDER. Of course, that is not necessary now because 
of the war and the conditions in the world. 

Mr. Brinkiey. Because we got out and found markets 

Senator ELLenprER. Yes, that is correct You found those 
markets because of the fact that others that used to produce rice do 
not do so now in sufficient quantities to supply the area. 

Of course, I do not have to tell you that rice stands in a unique 
position today. The reason for this is the war that is goimg on in 
Korea and because of the situation in Indochina and Asia 

Mr. Brinxiey. And because the industry itself worked hard and 
vigorously a great many years to develop these trade opportunities, 

Senator ELLENDER. Absolutely. There is no doubt about that. 
But what I am saying is: one of the main reasons, you will admit, for 
the fine position that rice stands in today, notwithstanding the fact 
that they found these markets, is that they were able to capture 
markets that had been supplied by areas that are now unable to pro- 
duce rice. 

Mr. Brinkuey. There was a favorable climate for the development 
of those markets. 

Senator ELLENDER. Do you have any specific views to express on 
the two-price system? 

How would you handle it? Would there be any subsidies involved? 
Would the government come in to protect the farmer in any way? 

Would you have a fixed price for those commodities that are pro- 
duced and sold locally? Just exactly what is in your mind on that 
score? 

Mr. Brink.eEy.+*] want to state unequivocally that I am not 
advocating a two-price system. I simply make this statement, that 
under the conditions in which we find ourselves now in respect to inter- 
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national trade and the great export commodities and the disturbing 
and complex situation in international trade, that we very badly need 
to examine any and all methods by which we might develop a sounder 
and better balance of our export program. 

Senator ELLENDER. Have you been making such studies in recent 
years? 

Mr. Brinkuiey. We have not been making such studies in recent 
years. We ggoes been giving various types of programs conside — 
I should s casual study, in an attempt to develop certain are: 
which we think might possibly lend themselves to the solution of the 
problem. But we have no specific recommendations. We have 
merely laid them out. 

I think it is something that the farm organziations, the Department 

Agriculture, and the Congress, primarily, should interest them- 
selves in; because a great many people, including myself, have the 
feeling that the fundamental problems of agriculture, particularly 
with respect to these export commodities, have been completely and 
entirely obscured since the beginning of World War II; and the ques- 
tion I think can very legitimately be raised as to whether the programs 
that we have now are adapted to what I visualize to be an entirely 
different kind of situation that we may be confronted with in the 
vears to come. 

I think it would be a mistake for any person or for any group at 
this particular time to come forward and advocate any one certain 
thing. I think we need a broad discussion, broad debate, in Congress, 
and in the administration, and among the affected farmers of the 
Nation, as to what kind of thing or what combination of things can 
be developed to meet this new and different situation that it seems 
to me we are coming into. 

Senator ELLENDER. Well, all that you are suggesting then in that 
regard is simply a study of it? 

Mr. Brinkuey. That is right. 

Senator ELLENDER. You have also indicated, as I recall, that our 
country ought to advocate the spending of capital in foreign countries 
to the end that there might be more of a balance between agriculture 
and industry in those countries. 

Mr. Brinxuey. That is right. 

Senator ELLENDER. Suppose we do develop such a balance, would 
your plan envision a situation in a country where the balance of agri- 
culture and industry in that country would be such that the people 
would be able to almost satisfy their own wants? 

Mr. Brinxuey. I think trade as indicated here is more likely to 
flour ish between two countries or a group of countries where you have 

1 high basis of production and an accompanying high level of con- 
‘mtn. 

Senator ELLENDER. Provided the products do not compete with 
each other. What would be your method of preventing that? 

That would be the main obje ctive. If we could establish a balance 
of economy between countries rather than inside specific countries it 
strikes me that it would be going far toward solving our problem. 

But unless you have some kind of check in a country toward the 
production of industry and agriculture that would not come in com- 
petition with us or with other countries, they might get in the same 
trouble that we are now in. 
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Can you envision that? 

Mr. Brinkuey. I can, yes. I can visualize that; but at the same 
time, it does seem to me that there is a vast difference between trade 
between two highly industrialized countries. It may be exchanging 
their surpluses even though they may be competitors. Suppose they 
are, and each blocks off the other. They have other resources, a di- 
versity of materials, which can be traded; whereas, with the trad 
between a highly industrialized country and one dependent largely on 
one or two raw materials, you simply drain the raw material without 
really benefiting the country. They are not developing that basis for 
a balanced production and consumption. 

Senator ELLENDER. In connection with your views there, M1: 
Brinkley, it was my privilege to make a tour of South end Centra! 
America last year. And I want to say that if our own great country 
is to maintain its present progress in agriculture and particularly in 
industry, we are going to have to, in some way, enmesh our own 
economy with that of South and Central America. 

We must not look to the east, and we must not look to the west for 
assistance to carry on the great progress that we have had in the past; 
we must look to the south of us. 

I looked upon the vast resources of South America with amazement 
There was Brazil, for instance, just as raw, I imagine, now as our own 
country was when we first started, when the Indians were in possession 
of it. 

There are unlimited resources available. If we can get capital to 
work with those people, first for the benefit of the host country, ther« 
would be ample opportunity for us to obtain enough to take care of 
our needs here. 

In line with that, it strikes me that our hope for continued progress 
in the future lies in the countries to the south of us. 

Mr. Brinkiey. That is a favorite theme of mine and has been for 
many years. 

| think we are much too late now in looking to the south. I think 
there is an enormous empire there that can be eventually developed in 
the way that Canada has been developed. And we can have a Western 
Hemisphere, if the time should ever come, if the chips are down, we 
could have a happy and prosperous life in the Western Hemisphere. 

I hope that time will never come when we have to retreat; but it can. 
And I think we should be looking to that end and developing those 
areas, 

SENATOR ELLENDER. As vou pointed out in your statement, if we 
had not had foreign capital to develop our own country, we certainly 
would not be where we are today. Instead, we might be in the situa- 
tion that Guatemala now is with 85 percent of its population Indians, 
and left to the Indians, we would never have developed our country 

It seems that the countries to the south of us are rather skeptical 
as to whether or not the United States capital wants to develop for 
their benefit or for our benefit. 

It strikes me that we ought to show in no uncertain terms that 
what we desire there is to develop those countries for the benefit of 
the world—first for the benefit of the individual country, and second 
for the benefit of the world as a whole. 

As I pointed out, oil in the ground, gold in the ground—except at 
Fort Knox—and iron ore does not do anybody any good unless it is 
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taken out and reduced to commodities that will be useful to people 
and thereby bring increased living standards. If we can only instill 
that in the minds of those people to the end that we can create that 
climate to which you have referred in your statement, of goodwill, 
and of progress, then I believe that is a way out. 

Mr. Brinxiey. Let me give you an illustration of the kind of thing 
that I think we should be considering. 

[ have a friend who is one of these fabulous, mysterious international 
traders who works in the Western Hemisphere. He has built an 
enormous fortune. Nobody ever heard of him. He does not want 
you to hear of him. But he goes and lives with the Latins. He is 
one of them. He speaks their language. He is ‘‘muy sympatico.”’ 

With his Yankee trading instinct and instinct for development, he 
sees these opportunities that they have been living with and have not 
seen; and he gets the local — themselves interested; makes them 
a part of the organization; taps their own investment resources. He 
is a partner with them. And he leaves his money there. He lives 
there most of the time. 

I think that is the kind of philosophy that we have got to use with 
the Latin people. 

Senator ELLENDER. In that connection, most of the Latin people 
with whom I talked, who had money, did not want to take the chance. 
They want foreign capital to come in first and explore, give them the 
know-how, and show them how it is done and how profits are made. 
Then they would come in. 

Of course, that is the pattern that was followed here. We should 
not complain about their present views, about their own methods, 
because we had a lot of people in this country who had capital and 
would not venture with it, but after they saw the profits that came 
from foreign investments they soon invested their own. As a matter of 
fact they bought out the foreign investors. 

Mr. Brinxiey. That is true in a great many parts of the world. 
Large blocks of inherited wealth they want to conserve and not risk. 

The CHarrMan. Have you any questions, Senator Hickenlooper? 

Senator HickKENLoopER. You have made a very interesting state- 
ment, Mr. Brinkley. 

[ suppose we are all against sin as a general premise; but how to 
make ourselves more righteous is sometimes the problem. We all 
want foreign trade, but how to get it is what we are concerned with. 

[ presume part of it is the old story of the fellow that makes $2 
a day and cannot buy products that are manufactured on a $10-a-day 
wage scale. He just cannot buy, that’s all. 

And, therefore, there are a couple of alternatives. One, of course, 
would be the unthinkable alternative of knocking our standards 
down, which we are not going to do if we can help it. 

The other is to raise his standards. 

And, of course, I think we all agree that if many of these other 
countries that have vast untapped resources could have them de- 
veloped along a line that was not an exploitation line, the average 
citizen would benefit. He would get better wages. And those things 
would scatter out to more people. 

And then he could buy our goods. But today in so many countries, 
the purchaser is the government of that country. 

Mr. Brinxuiey. That is right. 
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Senator HicKENLoopER. And the government of that country is 
bound to be a limited user because it purchases only on account of a 
few people or for certain specific purposes. The masses of the people 
cannot buy pianos; they cannot buy automobiles. So, in the long- 
range, or a part of the long-range solution, I assume would be what 
you touched on—the development of countries. 

Then you get down to the climate, manifestly. And with the situa- 
tions that exist in a great many countries today, foreign capital is not 
going into those countries and risk large appropriations or murderous 
laws that may be passed later to seize what they have put in there as 
soon as it becomes a going concern. 

By the same token, they may have a right to fear that foreign 
capital will come in and merely loot the profits and leave them the 
empty husks. Some place between those two extremes that climate 
has vot to be develope d. 

Mr. Brinkuey. It seems to me, Senator, that that is true I just 
cannot but feel that our present foreign trade policy is too closely 
identified with emergency measures to meet emergency situations, 
and that there has not been enough real thought given to the long- 
range planning kind of program and the kind of educational program 
that we need in a great many of the underdeveloped areas to show 
them the benefits that accrue to them as individuals and as nations 
toward building up the mass purchasing power of the great groups of 
their population. 

Where you have 90 percent of the wealth controlled by these rela- 
tively small groups of people, with inherited wealth, they are interested 
in conserving that wealth and not risking it. 

And you do not build the margins for investments among people 
who do not know where their next meal is coming from. They have 
enormous resources. It seems to me that it would be very much to 
the advantage of our country if the State Department and our own 
rovernment could make a re ally concentrated effort in some of these 
countries in developing agreements and treaties or what-not that 
would give full protection to the investment of not only our own 
capital but their capital, so that risks could and would be taken 

It does not do much cood, it seems to me, if we cuarantee our 
nationals against loss; because that becomes our responsibility then 
rather than the responsibility of the country in which those invest- 
ments are being made. It is their responsibility. And protection 
and trade will not flourish until they recognize and face up to that 
responsibility and take actions within and among themselves for the 
kind of protection that would be necessary to do that job 

Senator HicKENLOoPER. Well, of course, we have many countries 
that reversed their field on that policy. Time was in the past when if a 
British citizen had been put upon in some other country and his 
property was being taken away, a British gunboat showed up in the 
harbor and did a little maneuvering around out there. And the same 
was true with an American citizen—a warship might show up in some 
country if somebody was giving an American citizen or group of 
citizens an unfair course of treatment—that is, not asking for special 
privileges, but giving them the business in an unfair way 

We used to do that, you know. We used to say: Well, right should 


be equitably administered for all foreign nationals. If you let them in, 
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they ought to get equal treatment, fair treatment. But it seems to me 
ve have gotten away from that a great deal. 

Now, the government wants to stick its finger in the jam jar all 
the time, also. It is getting to the point where the government is 
getting into this thing. And in a number of countries where I have 
been, the chief complaint of private enterprisers is that once they start 
some project, they find a government man shows up there and wants 
to take it over. That is, he wants to begin to run it or a government 
group wants to begin to run it. 

And they say ‘‘Let’s get together with Washington” or some place 
else ‘‘and see what we can do for you.”’ 

So, the government has this avid desire—and not only our Govern- 
ment but it seems to be the policy of most other governments in the 
world—to begin to take over the administration of what otherwise 
ought to be private adventure responsibility. 

[ think we must get away from that business. 

Mr. Brinxuey. I think so too. And I think the significant thing: 
We were accused of Yankee imperialism under the first condition that 
you outlined. And we are still accused of Yankee imperialism. I do 
not know but what we might as well accept that tag since we are 
apparently going to have it anyway. 

Senator HickenLooper. I think there are powerful arguments that 
we probably flexed our muscles a little bit, and so on. 

Mr. Brinxuey. It could be. 

Now, we have completely reversed our original philosophy, but we 
are still bei ing accused of the same thing. I do not know just what it 
is. But the thing that does concern me is that more and more of the 
trade, agricultural and industrial trade, is being concentrated in so 
many nations in the government. Some of the Asiatic countries, for 
example, finance their government by the difference in what they pay 
the producers and what they are able to get for it in the international 
trade 

Senator HickenLooprr. I have had this statement made to me a 
number of times, especially in the Western Hemisphere to the South: 
There are a number of countries where they have money and have 
many just as capable businessmen as there are in the world. [| mean 
the percentage may not be as great according to the population 

But whenever they bring up the question: “We would like to have 
more Americ anh C apital come down here’”’ then I say, ‘‘Well, how about 
expropriation? 

Well, the answer that I get invariably from these nationals who seek 
the importation of more peenen capital is that they always come 
back and say: “‘Well, your Government is very powerful and influen- 
tial. If your Government would merely see to the equitable enforce- 
ment of the laws instead of giving in every time some of our politicians 
shake their fist a little bit, we think that the influence of the American 
Government in protecting an equitable climate for investment and for 
operation, with due regard to our taxes and due regard to reasonable 
profits and all those things, we think we could get along.” 

But they say that too often the fault of the thing lies in our own 
Government, well, let’s say, pussyfooting, or something on those lines. 

Probably it comes from the old charge of imperialism. We do not 
want to do anything that would give any possible real basis for an 
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imperialism charge. But by the same token, we have gone too far in 
having lent the power of Government and international association 
toward the protection of those things 

Mr. Brinkuey. Well, I would much rather be accused of being a 


Yankee imperialist than a Yankee sap. And that is what a good many 
countries are referring to us as 
Senator HicKENLooPer. You are very correct. At least in some 


countries 

I have just two other questions 

I think a lot of work has been done; and helpful work; but I am not 
sure that I can agree with that we have solved in recent years the 
economy of price and so on by study. I think it isa wareconomy. It 
was the insatiable needs of war that shot these prices up and wages 
and everything else. It is not the result of scientific economic studies 

Mr. Brinker. I made the statement before you came in, Senator, 
that World War II obscured most of the fundamental issues of out 
international agricultural problems and some of our domestic agricul- 
tural problems. 

Senator HickeNLooper. Just one other question, because I must 
go, Mr. Chairman. 

The population of this country is going up, let’s say, 2 million a 
vear. I don’t know what the exact figure is, but it is somewhere in 
that neighborhood. It is not going to be long until we will be a 
country—well, it will be some vears, but we will eventually reach a 
population of 200 million in this country 

Now, if we maintain a reasonable level of standards comparable to 
what we have now or better, do you think that increased population 
will go a long ways toward solving the question of present surpluses? 

Mr. Brinxktey. I think there is no question about it, Senator. 

Senator HickeNLoorer. I should make it a little clearer. If we 
increase our population on the present basis of production, do you 
envision new and more efficient production methods—more bushels 
to the acre or-more meat per animal or more land in production and 
so on—keeping pace with the increased population so that this surplus 
problem will always be with us? 

Mr. Brinkuey. I think that probably one great mistake that we 
may have made in agriculture is that we have not, it seems to me, 

eally learned the lesson that has been before us in industry in what 
research can do in the development of new products and new uses 

Someone told me, for example, just recently about some new prod- 
uct—I have forgotten the name of it—that is being developed in the 
Middle West that gives a consistent 10-percent increase in the weight 
of poultry and hogs, based on some of the milk products. 

ft came about as a result of research. I think we very badly need in 
this country an expanded research budget to duplicate the kind of job 
that industry has been doing all these years in developing better 
methods of production, better marketing procedures, new uses of 
agricultural products, and better nutritional standards. 

I can readily understand that 50 years from now, or perhaps 25 
years from now, our concern about agriculture may be exactly the 
reverse of what it is today. 

Senator HickENLooprErR. It may be that we could be a deficit 
nation. 
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Mr. Brinxiey. Yes, it could be. 

Senator HickeNLoopER. Thank you. 

The CuarrmMan. I have been very much interested in several of the 
things that you have said—in fact your whole statement, Mr. 
Brinkley. 

I was particularly interested in your statement that there is no merit 
in trading for trading’s sake. And I think some people think we 
should just trade without going into the purpose of trade. 

As you know, I have always been a firm believer in the farm cooper- 
ative as the great regulator of American industry in the field of price 
and services. But, | have always advocated that. no cooperative be 
formed unless there is an unmet need for it. And I have seen some 
of our neighbors proceed to form a cooperative just because they 
thought it would be nice to have one. 

And I have also seen them fail because the need was already filled 

And so, that is why I was interested in your statement that we 
should not trade just for the sake of trade. There should be a pur- 
pose back of the trade. 

Also I was interested in your statement that if we go ahead and 
take measures to make up the dollar shortage in foreign countries 
that we probably will not achieve the purpose at all, because those 
countries will still want more dollars. You can never vive them 
enough dollars to make up the dollar shortage of other things they 
would like to have that are produced here in the United States. 

And I believe firmly that your solution lies in making them better 
customers for themselves. 

You struck a responsive chord when vou mentioned that. 

Another thing that you brought out which I do not believe the 
public realizes at all is that as far as the dollar shortage goes, that in 
competitive agricultural commodities there is no dollar shortage 
And, as you have pointed out, we have an excess of imports of com- 
petitive farm commodities of almost $700 million, today. That is 
one of the things that it is difficult to get over to the general public. 

And certainly we do not want the rest of our farm economy used 
to make up dollar shortages for perhaps some industrial line that 
wants an expanded outlet for their own goods. 

These hearings which we have been holding since April 9 hav: 
been devoted to the general subject that you covered this morning 
the general subject of exports and imports and their effect on Ameri- 
can farm economy and farm programs. 

We have two more witnesses slated in this general field: the Na- 
tional Farmers Union, April 21, will be represented by John Baker. 
And then, on Tuesday, we are having representatives of the United 
States Tariff Commission, which has been brought into the testimony 
of several of the witnesses. And we want to get their side of the 
story and find out how they do fit into the picture, how they could 
fit into the picture. 

Then, after next Tuesday, we will have witnesses representing 
specific farm commodities. And we have had requests from a lot of 
witnesses to be heard. I do not know whether we can hear them all 
or not, because, after all, our time is limited, and we do have specific 
legislation which must be taken up very soon. 


—— 
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But the first of these commodity groups to be heard will be the 
grain producers. 

We have several people who have asked to be heard when we take 
up the specific subject of grain imports. and exports. And I strongly 
suspect we will find perhaps different opinions as to perhaps exports 
and imports of grain. And then we will go on to the other commodi- 
ties—dairy, cotton, and the present schedule calls for winding up with 
tobacco along the middle of May. 

But these hearings do seem necessary to get this background ma- 
terial, such as you have given us this morning, if we are to intelligently 
legislate. re) 

The hearing is recessed. 

(Whereupon, at 11:30 a. m., the hearing was adjourned 
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MONDAY, APRIL 20, 1953 


Unrrep STates SENATE, 
COMMITTEE ON AGRICULTURE AND Forestry, 
Washington, D.C, 

The committee met, pursuant to call, at 10:15 a. m., in room 324, 
Senate Office Building, Washington, D. C., Senator George D. Aiken, 
of Vermont, presiding. 

Present: Senators Aiken (chairman), Schoeppel, Welker, and 
Anderson. 

The CuHarrmMan. The committee will come to order. 

We are continuing the hearing on exports and imports and the 
effect on American farm programs. This morning we have with us 
Stanley Andrews, the administrator of the Technical Cooperation 
Administration, which, as everyone knows, is trying to improve con- 
ditions in the backward countries of the world 

Of course, the work which Mr. Andrews is supervising does relate, 
I believe, to American farm programs, both in the field of exports and 
imports, and that is why we have asked Mr. Andrews to come before 
us this morning to tell us something of the work which the Technical 
Cooperation Administration is doing in the different countries, what 
he thinks we are accomplishing in those countries, what he thinks the 
significance is going to be upon exports from the United States, im- 
ports to the United States as related to these nations where the work 
of the TCA is being carried on. 

I think you are the one to give the testimony this morning, Mr. 
Andrews, and not me. 

Mr. ANDREWS. | would be very glad leave 16 to vou, sir 

The CuHartrMAN. I note you have a statement here. This is a 
statement, rather than testin ony, [ take it, so proces d. 


STATEMENT OF STANLEY ANDREWS, ADMINISTRATOR OF THE 
TECHNICAL COOPERATION ADMINISTRATION, DEPARTMENT 
OF STATE 


Mr. Anprews. That is right. What | 
is this: This is a staff-prepared paper, which tries to show whi 
are doing over the world, particularly in the 35 countries where TCA 
is operating, and relates lat broadly to agriculture a id ACTic 1 ‘| 
trade. 

I would like to merely file this for the record; and then if an) 
want to ask any particular questions on it, [ will be very ; 
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to answer. 


My testimony this morning, sir, if it amounts to anything will have 
to more or less try to reflect the general world picture on agriculture 
and agricultural production, including food and fiber production, and 
take that more or less as a background for what is in this statement 

In addition, I do not think, sir, | am qualified right now to get into 
the brawl here as to section 22 and 104 and all that sort of thing. | I 
think I might be able to give a broad picture and to indicate for you 
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some of the possible outlook or outcome of this program in the event 
it does achieve what we are trying to achieve. 

The CHarrMan. We would like to have that, and we would like to 
know something about the program. 

(The document above referred was as follows) : 


TECHNICAL COOPERATION AND THE INTERESTS OF UNITED Srates AGRICULTURE 


Through the Technical Cooperation Administration the United States is giving 
technical assistance to 35 countries throughout the underdeveloped regions of the 
world. Furthermore, MSA, the United Nations multilateral programs and other 
technical assistance offered by the Organization of American States, the British 
Commonwealth, and many private foundations and volunteer agencies reach 
millions of others. The total populations involved include more than a billion 
people—two-thirds or more of the entire free woild. These programs seek to 
share the know-how of the more advanced nations with the mass populations of 
less developed but rising peoples, thereby directly increasing the skills and 
techniques of the common man in these areas to raise production and his own 
living standards. 

One of the strongest appeals of communism, particularly in underdeveloped 
areas, is to hold out promises of food and better living standards for the masses, 
Technical cooperation takes the offensive against false promises and slogans by 
joining peoples in tangible cooperative self-help programs that will in fact increase 
living standards of native populations and lay an economic foundation for inter- 
national stability. 

The areas receiving technical assistance are Overwhelmingly rural and it is 
roughly estimated that nearly 80 percent of their populations are engaged in 
agricultural pursuits. The principal emphasis of technical assistance, therefore, 
is on improving agricultural methods and raising agricultural production. It is 
a natural question whether it is in the self-interest of an agricultural exporting 
nation, like the United States, to seek to raise production elsewhere. 

The importance of agriculture in the United States economy is fully recognized. 
Farm population is 28 million or 18.5 percent of the total United States popula 
tion. Farm cash income, exclusive of Government payment, amounts to almost 
$28 billion of which $4 billion is exported. In terms of foreign trade, United 
States exports were $15.5 billion in 1951-52 of which $4 billion were agricultural 
products. The leading farm product exports were grains and preparations (39 
percent) and raw cotton (30 percent). See table I. 


TaBLe I.—United States production and exports of selected agricultural! products, 


1951-52 


: Exports as 
Product Unit Production Exports percent of 
production 





Cotton (ginnings Bales 15, 144, 000 5, 795, 000 38. 27 
Cotton linters do 2, 115, 000 270, 000 12. 37 
Tobacco, unmanufactured (farm basis Pounds 2, 330, 787, 000 590, 222, 000 25. 32 
Wheat and products (grain equivalent Bushels 980, 810, 000 478, 495, 000 48.78 
Barley (grain equivalent) do 254, 287, 000 33, 179, 000 13. 05 
Rye, grain do 21, 300, 000 4, 588, 000 21. 54 
Grain sorghums do 160, 195, 000 72, 091, 000 45. 00 
Rice and products (rough basis Hundred- 45, 797, 000 30, 258, 000 66. 07 
weight, 
Soybean oil, crude basis Pounds 2, 469, 000, 000 387, 931, 000 15. 71 
Peanut oil, crude basis do 176, 000, 000 55, 039, 000 31. 27 
Flaxseed Bushels 34, 696, 000 4, 169, 000 12. 02 
Lard Pounds 2, 531, 000, 000 753, 656, 000 20. 78 
Tallow do 2, 398, 229, 000 569, 414, 000 23. 74 
Dried whole milk do 131, 000, 000 , 000 38.17 
Hops do 63, 239, 000 ), 000 19. 54 
Dry edible beans (including equivalent of do 1, 734, 100, 000 , 000 21.19 
canned baked). 
Peas, dry ripe do 381, 000, 000 65, 823, 000 17. 28 
Dried prunes Tons... 181, 000 47, 000 25. 96 
Raisins do 470, 000 80, 000 17. 02 
Oranges, fresh fruit basis do 5, 266, 000 333, 000, 000 6. 32 





Source: Foreign Agricultural Service, April 1953+ 
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TECHNICAL COOPERATION AND UNITED STATES AGRICULTURAL EXPORTS 


Although one of the fundamental purposes of technical-assistance programs is 
to help improve local agricultural production, especially food production, there 
are definite reasons why there should nevertheless be continuing firm de 
for United States agricultural products 

Food production is not keeping pace with population growth in underdeveloped 


, nption. There is thus a 





countries as a whole, even at present levels of consi 
two-level problem to meet—first of increasing food 
maintain even existing consumption levels, and second, of increasing production 


further so that presently inadequate consumption stat 

















Kven during the present generation when the ap logical 
improvements has revolutionized agricultural producti th has 
increased even faster The U. N. has furnished t ig 
1913 as a base: 

World food output l 2 
World populatior " 124 

Population increases are outrunning the application’ of scientific advances i 
agriculture Furthermore, the practical application of public health and medical 
knowledge throughout the world promises to still further increase present rates 
of population growth, particularly in underdeveloped a It would s eal 


that all the technical agricultural knowledge available will be hard put to provide 
the foods and other agricultural products that will be needed by this expandi 
world population 

It is a truism that the best markets are those in which there is the most pur- 


chasing power The United States has always exported at its rhest rate 

more developed areas. Thus in 1951 the people of the developed countries bought 
on the average $18.49 worth of goods per person from the United States, while 
those of the underdeveloped areas were able to purchase only $4.89 wortl \c 
the total economy of the underdeveloped areas is strengthened by technical 
assistance it can be confide tly expec ted that thev will becom«s etter and t 
purchasers of American exports, even though they are at the same time increasing 


their own production of a wide variety of products, includ rricultural products 

The demand for textiles particularly should increase as economie conditions 
improve because present per capita consumption of textiles is extremely low in 
underdeveloped countries Present technical cooperation programs do not stress 
projects for cotton production. In fact, there is a tendency to diversify produc- 
tion in order to reduce the dependence on single commercial crops. 





INFLUENCE OF TECHNICAI ASSISTANCE ON LEVELS OF FOREIGN TRADI 


The problem of markets for United States exports is not one of finding peopl 
who want to buy but of finding people with the means by wl ‘ 
Countries can import United States products either in exchange for exports to 
us or under United States international-aid programs It is universally agreed 
that United States gifts should be kept to a minimum, since they are bad both 
for the morale of the recipient countries and for the pockets of the United States 
taxpayer. Technical cooperation aims at helping other governments replace 
aid with trade. This is encouraged in a number of ways 

(a) In the first place there is a dollar relationship between technical cooperatio 
activities and the increase of purchasing power of the average man in the country 
involved. As their skills improve, individuals move from a bare subsistence level 
of living to a monetary economy Their surplus production enters into the local 
market, and eventually into national and international markets in exchange for 
products of others which are surplus to their needs. It is a guiding principle in 
planning technical assistance to work for a balanced economic growth in whicl 
farmers, industrial workers, and urban white collar classes all share in an expanding 
total economic activity. ‘The peasant farmer who learns to double his yields eats 
better than before but he also begins to exchange his surplus with the local car- 
penter, potter, teacher, and others who are likewise offering goods and services in 
greater quantity than before. In the same way local and national surpluses lead 
to more purchasing power and the possibility of increased exchanges of commodi- 
ties among areas. ‘The most pressing daily wants must be satisfied before other 


which they can buy 
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needs make themselves felt. Regional specialization is encouraged and the total 
international market expands 

(b) The increased production of individuals not only increases their purchasing 
power for consumption goods but lays a basis for new industry and a wide variety 
of marketing and service activities. A broad basis of local ‘purchasing power— 
} 


which requires production above merely subsistence levels—is necessary to support 


such industries and services rhe increasing margin between income and the 
pressing requirements of hand-to-mouth existence provides capital funds for 
investment New enterprises are often important new customers for imports 
from the United States and other more advanced cour.tries. Their owners and 
employees ccntribute to an ever expanding demand for a great variety of consump- 
tion needs. Each increase in the level of economic development of a country 
brings greater and greater participation in the international exchange of goods and 
services. 

Particular benefits result to the United States and our allies from the 
evelopment of strategic commodities, which technical assistance programs help 
to further. Not only is a great variety of minerals and agricultural materials 
developed for pressing and prospective strategic needs, but the individuals drawn 
into the production of these commodities add in turn to the total demand to be 
met by the local or international production of consumption goods. For instance, 
trade sources report increased demand for United States wheat products resulting 
from purchases of strategic materials 

(d) Some of the most important stimulations to United States exports may be 
indirect, involving other areas on a multilateral exchange basis. Encouragement 
of the natural working of the law of comparative advantage should produce many 
situations of this sort. Thus our technical aid to underdeveloped areas may 
increase their shipments to us of such important raw materials as rubber, cordage, 
fiber, ferro-alloving minerals, and coffee which is a stable dollar earne: for Latin 
America. ‘The dollars earned thereby might bespent in Europe or Japan on highly 
fabricated products, thus making use of their large supply of skilled labor and 
enabling them to pay the United States for essential cereal and vegetable oil im- 
ports, . 

e) Especially important is the overall stabilizing influence of technical coopera- 
tion on the social, economic, and governmental institutions of the countries partici 


} 
a 


pating in t chnical cooperation programs. The easement of the hardships of 
daily life and the prospects for continually rising production brings confidence in 
the free institutions and hope in the democratic way of life. As individual 


technical programs prove themselves an increasingly close relationship of confi- 
dence and mutual respect is established between our technicians and those work- 
ing with them at all levels from the heads of government to the village farmer. 
In the long run this growing understanding and mutual appreciation may be even 
more important than the specific technical achievements themselves. Out of 
these relationships comes a deepening of international friendships and agreed goals 
for the future which may prove a more reliable tie than any formal pacts of govern- 
ments. From such understandings come actions to liberalize trade arrangements 
and improve opportunities for foreign investment which are generall) followed 
by mutually advantageous policies in international trade and political relation- 
ships. 


CONCLUSION 


Technical cooperation programs have been in operation too short a time to 
demonstrate by statistical measures results that can be certainly attributed to them. 


But the responses of peoples and governments testify to growing faith in what can 
be accomplished by joint efforts to help the common man learn to solve his own 
daily production problems. The rate of development can only be proved by time. 
But the total stimulation to greater economic activities, to raising standards of 
living, and to the promotion of institutional and governmental stability are well 


calculated to build closer ties and increase interdependence between the United 
States and cooperating countries, thereby providing an ever broader basis for world 
trade in agricultural products. 

The CuarrMan. Everybody knows there is a TCA program, or a 
point 4 program, as it is frequently called; but I think there are a 
great number of people who do not know what it is, and I think there 
is a great deal about it that some of us Members of the Congress do 
not know. 
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We know in the past, Mr. Andrews, that you have spoken very 
frankly before this committee, and we hope you will do so today. 

Mr. AnprEws. That is right. I will do the same today. 

The CHarRMaAn. We know you will. 

Mr. Anprews. First, we will look at the countries, the areas we 
are trying to work in—and I will show you later on a map—but let us 
look at the people and the countries that we are working with 

These 35 countries, roughly, lie in a band around the earth about 
2,500 miles each side of the equator. That band represents two-thirds 
of the free world in population, or about a billion people. The gross 
cash income per capita per year of that billion people is $46. That is 
$46 per persona year. ‘That is the billion satel we are talking about. 

They are about 85 percent agricultural, and in that part of the world 
the population is right now outrunning the food supply by about from 
one-half to 1 percent a year. 

In other words, the population is increasing faster than the food 
supply. 

Senator WeLker. May I interrupt, Mr. Chairman? Has that been 
a recent event or has not that been at work for several years? 

Mr. ANpREws. About 10 years. 

Senator WELKER. Pardon the interruption. 

Mr. Anprews. That is the condition point 4 goes forth to correct 
by increasing the production. 

The CHarrMAN. You say within 2,500 miles of the Equator. That 
would include part of India- 

Mr. ANprews. Latin America, most of India, and lower China. 

The CHarrMan. And Burma? Includes that peninsula? 

Mr. ANprews. Yes. It takes all the Middle East, of course. 

Senator WeLker. South Africa and the Gold Coast? 

Mr. Anprews. But the people I am dealing with—I am only deal- 
ing with 35 countries in that band around the earth. The Mutual 
Security Agency operates in South Africa and the Gold Coast. 

Let’s look at another factor. Let us look at the state of industriali- 
zation. We in this country use about 35 horsepower per capita per 
each 24 hours; the people that [ am takling about use 1.6 horsepower 
per capita each 24 hours. That will give you some measure of the 
degree of industrialization and the things that we regard as standards 
of living. 

After all is said and done, this point 4 program is supposed to 
assist people in increasing the standard of living, and standards of 
living are reflected in services, say, education facilities and medical 
service or doctors. There is 0.17 of a doctor per thousand people in 
this area; 0.17 of a doctor. There are some areas where there is 1 
doctor for every 75,000 people. 

In the case of schoolteachers, about 1.7 schoolteachers for each 
thousand persons of school age. Not thousand people but thousand 
persons of school age. You can go on and on. The span of life is 
about 28 to 30 years, and the average consumption of cloth per person 
per year is 4 pounds. We use about 35 pounds in this country. 

What I am saying to you is that this extremely low standard is the 
problem we are confronted with when we talk about going out to 
help people help themselves toward a better standard of living. The 
only way, as I see it—and I am talking now quite frankly I do not 
see how in the world you can increase the standard of living of people 
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without increasing the production of things that human beings need 
and must have. 

You cannot increase the general standard of living of the people 
in any country without increased production of the things that 
people use, and that comes into the realm of food first, raiment 
second, shelter third, and right on down the line. 

The point 4 program or the technical assistance program is trying 
to tackle this production problem at the people’s level, and that 
encompasses everything from agriculture to minerals that come out 
of the earth to goods that may be distributed locally and goods that 
may be sold actually for export. Now, how does this all start? 

I do not know whether [ should burden you too much with this, but 
a country desiring technical aid or assistance makes request to the 
United States that they want a technical assistance program. After 
the proper top-level exchange of notes is completed, the Technical 
Cooperation Administration usually sends a technician of some general 
kind to the country. 

He sits down with the technical ministries and technical people 
there, to deliver the type of program wanted and needed. There is 
usually negotiation on the problem of what to start out with. 

After that is done, we come around and we agree to supply so many 
technicians and so much money. The country agrees to supply what 
technicians it can, or get so many people for training. Usually we 

require a minimum of the country to put up a dollar in their currency 

for each dollar that we put up. Then you start out, and you try to 
start at the villages. It is always desirable to start at the village level, 
at the so-called village level, at the cultivator level, or the fac tory 
level if they are going to work at an industrial project or problem. 

There are, sir, some quite remarkable results of just what you can 
do on that sort of thing. It is usually not any spectacular thing. It 
is usually a very simple thing. With a small amount of money you 
can’t build anything very much. You have to activate a lot of 
people doing a lot of little things, and make the greatest advantage 
possible of it. 

Take as an example the case of wheat production. We have found 
in practically every country in the world where, by the simple introduc- 
tion of good seed, you increase your vield by about 20 percent, and you 
can do that in the first year. 

Then if you want to go a little further, you might encourage the 
cultivation of cover crops to plow under. You increase it by another 
pretty sharp amount then if you can get around to the utilization of 
commercial fertilizers. Later better tillage and planting methods are 
tried out. 

It is easy to develop the production of grain in practically any 
country by about those three steps, but the question of fertilizer is 
one that is exceedingly difficult. 

In the first place, it is very expensive. Ordinary ammonium sulfate 
that leaves this country or Germany or Belgium or Japan going into 
these countries usually costs the producer when he gets it about 
$125 a ton; and he usually pays about anywhere from 30 to 80 percent 
interest on the money that he pays for that fertilizer. 

He goes along and when he produces the crop, he often pays as 
much as 80 percent of that crop usually to the landlord and various 
people above him. Consequently, there is not very much incentive 
for a fellow to use fertilizer or even for a maximum productive effort. 
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This whole program is going to require not only the introduction of 
mere techniques, but also a whole change of system of financing, of 
marketing, of credit, of tenure, and all that kind of thing. It is some- 
thing you cannot do from the outside. You cannot go in and tell a 
a country that they have got to do that: The desire to develop and 
improve must be encouraged over a long period 

Let us go over to industry now. 

Senator WELKER. You are going to have land reform, and of course, 
we cannot tell them how to manage land 

Mr. Anprews. All we can do is be willing to help them and prevent 
them from making mistakes as much as possible 

Senator WeL_ker. How are you going to approach this policy of land 
reform? 

Mr. ANpreEws. Most of ops sora are doing it now. They are 
doing it themselves as kind of a counter to the Communist cry of 
land for the landless. Thatis an nts: ses unfortunate thing because 
it has become a political thing in a great many parts of the world. 

Politicians and people that are in government are finding it very 
proper to talk about land reform, and several countries have put in 
land reform laws; but you do not solve the problem by passing a law 
and dividing up the land. 

That pressure is very high. Of course, the Communists come in 
strong with their ery, ‘‘Land for the landless,” and they go to the peas- 
ant in India, and the peasant or farmer in Pakistan, or the farmer in the 
Middle East, and say, ‘Look what we did in (¢ Sine The Chinese 
peasant has his own land. He sells his crop. We buy his crop. We 
have abolished the landlord and the middleman.’ That has a 
powerful appeal 

If vou went in and divided up the land, without any other supporting 
facilities such as credit, supervision and marketing you would wreck 
the economies of those countries; you would disorganize the system 
so much 

I would rather have this off the record, pl ase 

The Cuarruiyn. All right 

(There was a discussion off the record 

Mr. Anprews. Take [ran for an exampl | guess you all know 
the Shah of [ran has decided to divide his property among the peasants 
in his villages. Out in that part of the world people do not refer to 
their land by so many tenants or at so many acres. They say, “‘We 
own so many Villages.”’ 

The Shah has announced as a policy the giving away of his land. 
It is not really giving away. He is selling it, and taking a bond. 
That land as it is divided up is about 5 acres per person; but when 
the king’s messenger or the king’s re presentative in these villages is 
out of the picture, when the moneylender is out of the picture, when 
this whole machinery that made this system work is wiped out, you 
have a fellow with 5 acres of land, and that is about all. 

Consequently, you have to set up a system that will provide them 
with credit, to see that he will get the seed, and he can find ways of 
getting implements. We have taken some ‘of the American tax- 
payers’ money and put it as a guaranty behind the local currency, 
and the Iranian Government has put up local currency, and there 
has been established what you might call a central bank like the Farm 
Credit Administration Bank for Cooperatives. 
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You organize out in these villages, and they make these loans and 
rediscount this paper against this central guaranty fund. The 
money is costing them 8 percent for 6 months, and they use that 
then to buy their seed and so on. 

The CHarrRMAN. Does that 8 percent loan cut into the usual prices? 

Mr. Anprews. Terrifically. 

The CuarrMan. I would suppose from that then that there is oppo- 
sition from some factions in the country? 

Mr. AnpREws. Certainly. 

The CHarrMan. Those people who are opposed to the 8 percent 
interest would undoubtedly not look with favor on communism, so 
there is no danger of their turning to communism, is there? 

Mr. AnprEews. No; this credit program has been a very popular 
program out there. 

You say, “All right, how do you lend this money?” You cannot 
have Americans to do that, so we pulled in some of the villagers, 
some of the local people of pretty good standing, and had a 8 or 9 
weeks’ course of education for them on credit supervision, and those 
boys would go back to the villages and organize these little societies. 

The small cultivators come in there, put their thumb stamp on 
the note—they cannot read and write—and secure the loan for their 
farm operations. All I can say is I am just hoping we are as good 
collectors as we are lenders. 

However, this much is true: they are buying seed with it, and they 
are planting their crops, and these little operators are going forward. 

Senator We_ker. What is going to be the future of this individual, 
say, in Pakistan, we have been talking about? We now have 5 acres 
foreach man. Is there any chance that he will ever develop more than 
5 acres, or have a proprietary right to the 5 acres? 

Mr. Anprews. Under these arrangements the land is sold, and he 
pays off his bond over a period of time; and when he finally pays off 
his bond, he has the land. 

Senator We_ker. What I want to know is whether he is going to be 
limited to 5 acres or can he eventually get 10 or 15 

Mr. ANprews. At the present time he is limited to his cultivated 
acres. 

Senator Wreiker. How about your population increase? That is 
likely to keep it down to about 5 acres, is it not? 

Mr. AnprEws. I am afraid so. I have to be honest with you. 

Senator WeLker. I want you to be. 

Mr. AnpDrReEws. Yes, sir; actually the average person in that part of 
the world is lucky if he has 5 acres. 

The CHarrMANn. Can he live on 5 acres? 

Mr. ANDrews. Yes, sir; in Japan, which has a pretty good standard 
of living, it is 24% acres per capita. 

The CHarrMan. But he will never be much of a customer for 
manufactures products, will he? 

Mr. AnpREws. Not too much. However, he will be a bigger cus- 
tomer than you imagine. We have several demonstration areas. One 
in particular of about 100 villages that we have taken and put on a 
program to demonstrate what you can do, and we have doubled their 
crop yields in about three years. 

This has resulted in double the income and it is quite amazing to see 
that income coming back in the form of bricks to be put in the schools 
and in the little houses, and sometimes the oil stoves. 
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Take Iran, for example, there is a country that reeks with oil, and 
yet the women travel for 15 or 20 miles,scrape the land bare of trees 
and brambles, and carry it to the villages to cook with when oil is all 
around. There is ope of oil 1 in the country but the ve d - ar and 
a quarter lamp-sort-of-a stove is clear beyond the reach i lot of 
those people. 

When they get a little income, they buy many of these simple items. 
It is amazing how they buy equipment and stuff for schools. We are 
doing quite a good deal of work on schools. 

This part of the world we are talking about is convinced of one thir 
The people are convinced that they do not have to live as they have 
lived the last 300 vears. It may be right; it may be an illusion. But 
the rank and file of the masses feel that their day is dawning and they 


i 


are going to have a look at the sun one way or the other. 
It is like a ort of one of the great countries the other ds LV said 
in talking about the near-famine condition of the country. He said 


“Back when we were under the colonial rule, if there was a crop 
failure we let them die, and if anybody said anything about it, you 
shrugged your shoulder and went on.” 

Nobody paid any attention to it because the colonial power was 
there and was sufficient. He said, ‘‘We are a free and sovereign 
government now. We would not last overnight if we just shrugged 
our shoulders and let large number of the people die.” 

He says, ‘‘We have got to do something.”’ He says,‘‘Do not kid 
yourselves. The people in there are convinced in their own minds 
that there is something better and they are demanding it of their 
governments, and, of course, our Communist friends are in their 
morning, noon, and night 

I have been in hundreds of villages in the course of my work, which 
is in the Middle East, the Far East, and Latin America, and all over 
the place. I have vet to be in a village but what there is a trained 
Communist agitator in that village. 

They are there preaching it morning, noon, and night; they are 
attacking these programs morning, noon, and night. 

I was in Punjab im India a short while ago, and we had had some 
demonstrations, and the people were quite well pleased about it, and 
they wanted to take me out to see the rice fields. We were going along 
the irrigation ditches looking at the rice, and there were a couple of 
Communist agitators standing some little distance away from these 
40 or 50 people, and they were saying the imperialists have come to 
take over you and this land. 

We had a Communist come into a meeting a few nights later with 
a scoop shovel and start hitting a man over the head with it, and he 
created such a disturbance that he broke the meeting up. 

The CHAIRMAN. They are convinced that there is something better 
either in the program that we are offering or in communism, is that it? 

Mr. AnprEws. That is mght. 

The CHatrRMAN. It is one of the two? 

Mr. ANpreEws. Yes sir. 

Senator Wetker. Now, Mr. Andrews, [ hate to interrupt, Mr. 
Chairman, but this is very, very interesting to me because this ts the 
first time | have ever heard some of these things explained in just this 
manner. 
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The Cuarrman. I felt he could give us more information on this 
than any other person we could talk with, and from past experience 
I have found that Mr. Andrews speaks frankly. 

Senator We_KrerR. My questions are not to interrupt or to interfere, 
but solely to get information. 

In the problems of Iran and Pakistan and other places you have 
mentioned, you tell us about the Communists being at these meetings. 
Tell me about their religious setup. Are they devoutly dedicated to 
their form of religion? 

Mr. Anprews. Yes, sir; that isright. It is just like one of the high 
ministers of Pakistan, as a matter of fact, the Governor General of 
Pakistan, really a grand man, says. He says God is on our side in 
fighting against communism. We have the religious side. Their 
souls are on the side against communism, but he says their bellies 
is what worries me. A hungry man in a situation where the fellow is 
not employed, if he can get some hope, he will forget his religion. 

Senator WELKER. That goes bac -k as long as 40 years ago when we 
were all in about the same boat contributing our pennies and dimes to 
missionaries to send to India or Pakistan or any of these other coun- 
tries. We did not seem to have much luck there in our effort to con- 
vert them to our religious thought. 

Mr. Anprews. Religion is one thing you are going to have to leave 
alone. 

Senator Wreikxer. Do you think communism can come in and take 
over their religious thought? 

Mr. Anprews. No, but it can and does make a materialistic appeal. 

Senator Wre.kmr. A belly appeal, | think you describe it. 

Mr. Anprews. That is right. 

Senator WELKER. Will that appeal be sufficient to make those 
people revolt against us and what we are trying to do in the free 
world? 

Mr. Anprews. I can illustrate that by something else, but I would 
rather not be on the record. 

The CuarrMan. Very well. This may be off the record. 

(There was a discussion off the record.) 

Mr. Anprews. What | am trying to say is that in spite of the 
religious, the materialistic does have its effect on this appeal. 

Getting around to the industrial side, all of these countries are 
demanding industrialization. They are demanding something. They 
want industry; they want plants; and a lot of people with considerable 
wealth in these countries are building plants. 

Some of them are fantastic monuments. They are far too advanced 
for the country, not fit economically; and all that sort of thing. Some 
of those are inefficient plants, and some of those are inefliciently 
operated. 

Senator We._ker. Mr. Andrews, I regret very much that they have 
called me to make a quorum for another committee. I appreciate 
your being here, and I will read the rest of your testimony with a 
great deal of interest. 

Mr. ANprews. In most places in industry, the great need is to make 
efficient and to make use of whatever you have. As time goes on, 
this is going to be of more and more interest; but I could name plant 
after plant that is bemg poorly run, poorly managed, production is 
inefficient. 
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A lot of the time one man can come into a plant or a group of plants 
and genuinely revolutionize the production of those plants. ‘There 
are many things which we Americans do not know, but we do know 
how to organize production and make the thing efficient. Sometimes 
it is just a few simple changes in the flow of materials, the way it is 
handled, the servicing of materials in a textile plant or the machinery 
in a tobacco factory, resulting in a 30 to 40 percent increase. 

In most instances we are trying very, very hard to get the owners 
of those plants to share the increased production and increased profits 
with the labor force. Of course, profits in most of these plants are 
fantastic because they operate on a very high margin. 

If a plant does not make 50 percent a year, it is just a very bad 
plant. These people are traders, and they are used to these very 
wide margins. 

The CuarrmMan. We have a little American money invested in some 
of those plants, and they get pretty good returns 

Mr. Anprews. Usually very good returns. 

The CuarrmMan. That also brings about the demand for lowering 
tariffs so that the products of those plants may be sold in the American 
market. That is one of the problems. 

Mr. AnpreEws. It is one of the real problems, but the facts are that 
if the stardard of living rises just a little, you will not need an outside 
market. Most of these items are needed within the country. 

The CuarrmMan. Do you mean so that the people can buy the prod- 
ucts of their own country and not try to unload them elsewhere? 

Mr. Anprews. If you can raise the standard of living and wage 
scale in India or Pakistan or any of these areas we are talking about, 
you will have fantastic results in terms of markets. 

The CuarrMan. In other words, what does it profit to increase the 
production of a country if the people of that country do not have the 
means of buying that additional production? 

Mr. ANprEws. Another thing they have to learn is that their 
great market is their.own people, and they have to sell it at a price 
their own people can pay. 

In other words, I am going to mention a certain textile plant I was 
in recently. This particular group of people within the country had 
spent their money, put up a $25 million textile plant, and it was 
running. They, like everybody, wanted to get bigger, so they 
thought point 4 should give them 10,000 more spindles. 

I went to this big and beautiful plant. There, little girls 10 to 18 
years of age were standing behind looms working at 23 cents a day, 
10 hours a day, and they were handling 2 looms instead of the usual 
4 or 8. 

I said, ““What are your products here?”’ 

He said, “We produce only for local consumption.” 

I could see from the type of production they were making, it was 
purely a locally sold item. 

I said, ““How do you price it?” 

He said, “I sell on the gray goods markets in New York.” 

I said, ‘‘Where do vou get your cotton?”’ 

He said, ““We buy local cotton.” 

I said, ‘Your local cotton is pretty cheap.” 

He says, “Yes, it is.”’ 

I said, ‘‘Wages are pretty cheap too, are they not?” 
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He said, “Yes.” 

I said, “It looks to me as though you are selling against the gray 
goods market in New York. You areselling at an awful high margin.” 

He said, ‘‘We are in the business to make money.”’ 

I said, “‘What is your net profit?” 

He said, ‘‘We have been making about 50 percent a year. 

I said, “Yet you want us to put you in 10,000 more ‘spindles. I do 
not want to be offensive, but honestly before you ask us to give you 
another 10,000 spindles you should learn to run this mill with a little 
more regard to the welfare of your country. 

The CuarrMan. In other words, he was completely ethical according 
to the standards of his people, even though 50 percent was the normal 
profit. 

Mr. ANprEews. So you have those kinds of things, and it has been a 
long process, a long period. That is something that you cannot just 
go out and wave your hand because you are an American or an out- 
sider. It is a long process of education and training. 

The Cuarrman. That is one of our problems in this country. I am 
sure there is no need to tell you. That is the rising difference of opin- 
ion between the American producer and the American investor abroad. 
It even gets into political campaigns at times. 

Mr. Anprews. I might say in the industrial field, we are primarily 
confined to whatever money we have, and whatever technicians we 
have, to improving the efficiency of production of the country because 
after all is said and done, if you do not have production, you do not 
have much. 

The CHarrRMAN. But does not history record that if a country 
becomes a better producer, instead of taking trade from other countries 
that it becomes a better customer also, as well as a better producer, 
even of competitive products? 

Mr. Anprews. In Latin America—of course, I do not want to say 
the program that the United States has carried on in Latin America 
has been solely responsible for what has happened down there, but it 
is quite amazing if you study the trade picture in Latin America and 
how the standard of living and these little increases have come up 
down there, and with that our market for various things has boomed. 

It is not all agriculture, but various types of things that are general 
items, on the general market; and the general market has been bigger. 
For instance, some of the countries down there used—if Se nator 
Ellender were here, he would not like this—to be big buyers of rice 
A few of them have now learned to produce their own rice. What 
do they do with the extra income? I made some studies on it. They 
bought, for instance, a lot of purebred chickens and hatching eggs, 
powdered milk, stuff like Crisco, fats, and oils, farm machinery, 
insecticides, seeds, and that sort of things. The market for that 
stuff went way up. 

We sell a lot, even though the market is dropping off some now in 
Latin America, of powdered milk and also packaged products. We 
are selling ten times more stuff than we were 5, 6, 7, or 8 years ago. 

The CHarrMan. And other countries are buying their rice at a 
better price than they were getting before, is that not true? 

Mr. Anprews. Yes, it goes round and round, It is just inevitable. 
It may shift some in emphasis, but the sales, for instance, that the 
little country of Paraguay—and the country of Paraguay is one of 
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the most primitive countries, in the sense that they are not advanced 
10 years ago the total United States sales into that country was about 


$300,000. Last vear we sold not much, but $74 million to $8 million 
worth of goods to Paraguay 

I took occasion to analyze that. In the first place, we bought from 
Paraguay ce tain root-product crops, certam timbers and wool and 
we sold them tractors: we sold them insecticides; we sold them 
breeding stoc! of all kinds: Wi ¢ sol the m small mae hinet , seed, and 


fertilizer. 


‘Take this business of insecticide Bs Y l do not thin much about it, 


but you put on a campaign to protect the crops of a country from 
insects, and you create a market ior imsectieide 

There are a lot of plac es where vou have to have insecticides befor 
you can ever have certain kinds of crops For example, in a certain 
country we put on a campaien because we were told by the doctors 
that the nutritional level was entirely too low. Even if it were highet 
they would still be undernourished We sent some people out there 
The doctor said that thes people n the count? wc Ke freen vege- 
tables in their diet 

Why do thev not grow gardens? he natural thine would hav 
been to start right in and sav, ‘We will put on a rden campaigl 
but I thought there must be some reason why these people did not 


grow gardens 


We went out and made survevs, which seem to be a bureaucrat’s 


delight, but this one was helpful. The reason why gardens were not 
being grown was that there is a bug down there You ean have a 
beautiful garden at night, and the next morning it is completely gone. 


We had to heip kill that bug before they could have gardens 

The big thing was to find an insecticide which would do the job ths 
the little man could buy for 10 cents so he could protect his garden. 
That is the problem. That has given rise to a greater market for insec- 
ticides all over Latin America. 

I would like to say one other thing about this, and then I will get on 
to the other things that I want to really report to the committee. 

You will find that the technical or people’s level in all of these 
countries a genuine acceptance of technical assistance. At the political 
level, the people that make speeches in the parlaments are not always 
so well spoken of. 

The top fellows have just rot to whang at the United States once ina 
while. I was in a prime minister’s office not long ago, and he said, I am 
going to make a speech that is going to sound like | am criticizing your 
people. We want you here. You are doing a good job, and we do not 
want you to leave us, but, he said, I have got to get some attention 

The CHarrmMan. How does that stamp them as being any different? 

Mr. Anprews. Sir, I am not making any comment on that one, 
but we do have that sort of a situation. 

We have about only 1,600 people in 35 countries on technical assist- 
ance. We have about 20,000 local nationals in the various countries 
working with this 1,600. We try to direct our efforts to the villages 
These programs must really show that fellow in the village that, you 
can do what you are talking about—you can do all the talking you 
want to, but unless you can show him you know what you are talking 
about, unless it can be translated into money he does not pay any 
attention to you. 
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I can give you just an illustration on the concept of this thing. 
Then I am going to stop because I did not come in to sell point 4 or 
TCA. 

Iraq is a country that is fairly rich. It has a lot of oil, and all that 
sort of thing. They are trying very, very hard to do something they 
have never done in all the centuries: to get acquaintea with and do 
something to help the tribesmen and the peoples in all the mud 
villages. 

They bought master radio sets, and they are trying it out now in a 
series of 5,000 villages. They have a central radio station. We are 
helping them a little bit in getting up some lectures on health, agricul- 
ture and basic education to broadcast to these villages. 

They broadcast this at sundown. The people come out and sit there, 
listening to this broadcast. That set once in a while is turned on the 
Voice of America, and it is also turned on the voice of Moscow. 

[ have been there, and I do not say this with any disrespect to my 
own country, but I just defy you to sit down on that mud stoop and 
tell which is right when you listen to Moscow or to America because 
to those people it sounds almost alike. 

In one of these villages an American from California went down 
there and helped them on preparing their oranges for market. They 
sell oranges to Switzerland and all over the place. 

They picked them in an old-fashioned way of putting a basket 
on the head and reaching up for the orange and putting it in the 
basket. When you get those, you have broken spots; and in that 
Mediterranean country, an orange begins to develop a green mold 
in 48 hours if the skin is broken. 

This technician introduced a snub-nosed shear that does not 
break the skin. He then developed a new type sack which is placed 
around the neck, and when that is full, instead of dumping the oranges 
into the box in the old way, you pull a zipper, and you do not have 
breaking and bruising of the oranges. 

To make a long story short, proper crating and packing of the 
oranges in that area brought a little better than $1.25 per box more 
than they brought last year. Those growers know the West has 
been there to help them. You do not have to brag about it. This 
particular method is sweeping all over the whole area there. That is 
the kind of thing you have got to do in this so-called technical 
assistance program. It is apparently small and maybe insignificant, 
but it gets down to the base. ECA is a low pressure low-money 
program. ; ; 

Il am glad we do not have too much money. There is a certain 
level we have to have to do a minimum job, but when you go above 
that, you get too much emphasis on the money instead of helping 
the fellow help himself. , 

What I am trving’ to say here is if we are roing to do anything 
with this program, that it must be done at the village level to help 
a great number of people do a lot of little things that will increase 
production of the things human beings need. 

The Bedouins in Libya got much more for their wool this year 
because a fellow went out and told them how to grade their wool 
and pack it. The same wool had been going into the market, but 
it had not brought such a good price because it was not packed and 
marked right 
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They got more for it, and they understand that. They would not 
understand any preaching which we may do, but they do understand 
the increased money for the wool. 

We naturally emphasize agriculture; we emphasize health; and 
we emphasize education very, very strongly. It is mostly technical 
education or what you would call vocational education. 

What is the use of training a boy in mechanics or something like 
that when there is little or no industry in the country, you might 
say? The facts are the industrial age is there. Airplanes are flying 
over these countries. Railroads are running through, and electric 
lights, trucks, and gadgets, and all that. 

The industrial age is ‘there, and these people have got to cope with 
it. In the past the people from the western nations did all that. 
We repaired the cars and ran the railroads. We could do that then 
because these countries were not soverign and independent always. 
Now they are and they want to take over these things themselves. 

The CuarrMaN. Is industrial development keeping pretty well in 
pace with agriculture? 

Mr. Anprews. Industrial development in some of these countries 
is going a little too fast. 

The CHatrRMAN. It is going too fast? 

Mr. ANDREws. Yes, they are going to wake up with some capacity 
that is not going to be handled. They are going to wake up with a 
lot of gadgets that they are not quite ready to operate; but the indus- 
trial development is spreading. Let’s take one country as a small 
example. 

In Afghanistan, there was no railroad in the country, just camel 
trains. Now the Afghanistan government, through a combination of 
private capital and government, are putting in a national truck 
system. 

You can go across the desert in one of these trucks. They are 
usually Chevrolets or International. ‘They are about the only kind 
that will stand that rough use out there. We are supporting an 
industrial training school in Kabul. 

We have 53 boys from Bedouin tents, boys who have never seen an 
electric light coming in and taking industrial training in a school 
there. 

They are learning how to maintain Chevrolet cars and International 
trucks. 

The CHarrMaNn. Then there is an increase in employment and serv- 
ices, is there not? 

% AnpreEws. Right on down the line. That is the only way to 
do it. When trucks out there make about 20 trips from the Kiber 
Pas to Kabul and return they are finished. You can b iy a brand 
new truck, and after it has made a few trips across those rugged moi n- 
tains, it is in bad need of repair. They are wasting about 40 percent 
of the transportation equipment simply because they are unable 
maintain it. 

These Bedouin boys though they may be illiterate in a& sense do 


not let anybody kid you—learn the new techniques quickly. These 
boys, after they study in that school, can ae en replace vi alves and put 
in rings, in fact overhaul or repair a car just about as well as the 


best mechanic in Washington. 
For a long time they would not touch an electric light because they 
were afraid, but after they have become familiar with them, they 
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learned basic electrical work fast if one of them has a plan to follow, 
even if he cannot speak English and cannot read, he can do just as 
nice a job as any body. Of course, if he gets into something compli- 
cated like stepping down voltage. he is stuck; but they are doing very 
well in this industrial training. "This same thing is a big item down 
in Lil va 

Recently I saw about 60 Libyan boys under the guidance of an 
Egyptian instructor—he spoke good Arabic—learning to work with 
a forge and anvil. 
working of iron is something that was a mystery to them 
Pu ; # shoe on a bullock or fixing a tire on an old cart is something. 
That work used to be done by Italians or Britishers, but this is a 
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sovereign country now. They insist on doing their own repairing 
now. 

These people are also learning to make cabinets. The American 
taxpayer bought about 60 typewriters to teach these fellows how to 
write on typewriters and to prepare government papers and memo- 
randa. ‘These are all the sorts of things that were in this training, 
They are the things you have to start with. 

These boys in this particular school ] was telling you about work 
of & morning in this particular school. running lathes or working iron 
and in the afternoon they go down to the railroad shops and become 
helpers to the Italian and other people who are still in there to main- 
tain the country’s transportation. 

| apologize for being so rambling in presenting the picture, but I 
am trying to show what we are trying to do with this technical as- 
sistance program as it relates to the general world picture, and I would 
like to point out, if you will just bear with me, say, for 10 minutes, 
on these maps which rea e a little of the world picture as it relates to 
agricultural trade. 

The Cuarrman. All right 

Mr. AnprEws. I apologize for this chart. This was an old chart 
before I got out of the business of agricultural trade, and this only 


runs up to 1948. This is about the way it would run. Her is the 
distribution. You see that the United Kingdom here in the early 
thirties and prewar was the chief buyer from the United States. At 


present the decline of the United Kingdom is shown here. The eTeat 
factor in the West Kuropean picture is the rise in these countries of 
trade with the United States to some « xtent due to the cutting off of 
the food supply, as you will see later, and other things. from the 
Danube Basin. In Latin America there has been a decline in land 
used for grains and an increase in processed foods and breeding stock. 

The CuarrmMan. That is because of the generally noncompetitive 
production of the Latin American countries, is it not? 

Mr. Anprews. That is richt. and here, of course, is Asia [pointing} 
Asia is to some extent an expanding market due to the incidence of 
the fact that Japan is unable to get raw materials from the Chinese 
mainland, and the fact that India is having to look to us for wheat 
and the fact that production of Pakistan has been reduced or they 
have gone out of production. 

Here, of course, is the Iron Curtain down through here [indicating] 
the line on Central European maps from Poland to the Black Sea. 
It goes through here from the North Sea to the Caspian Sea. From 
this line back here over to here [indicating area on the map] is 270 
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million people. These people have to have 30 percent of everything 
they eat and practically 80 percent of their fibers from outside their 
area, and they used to be fed partially from the United States par- 
tially from Latin America; but a great deal from here, that is the 
Danube basin, and this is all stopped now 

That is one of the reasons why we have to put 15 tons of foodstuffs 
per year into Western Europe ever since 1945, and the big question 
is What will happen once this iron gate is opened. ‘I “a only comment 
I have to make here is that the breaking up of the land and the dis- 
organization in this area simply means that there is not as much food 
supply in this area as there used to be and there is not likely to be in 
the future_ 

The second thing is that some of the people are eating a little better 
in a lot of these areas here. 

In the old days when you had these large estates out her 
[indicating] in the Danube Basin and owned by a fellow who was 
very anxious to translate the entire production into cash, the easy 
thing to do was to grow certain Ly pes ol eran bee ause you could cet 


control of it and turn it into cash. Of course, that is all broken up 
now and completely disorganized, and there is not very much system 
of marketing or anything of that kind. So the little producers are 


eating more of their own production. 

[ just do not think that this part of the world from the Ukraine 
clear on down to Poland, Hungary, or Czechoslovakia will ever again 
do what it used to do. I believe that Western Europe is going to 
continue to be a great market for tobacco, wheat, cotton, and a cert 


limited amount of fruits and vegetables and vegetable oil. 


A lot of soybeans used to come from down in Rumania and 
Hungary. Now the Russians — stopped that production of soy- 
beans in these areas. The only thing I am saying is that it may look 
pretty bad here once in a while [indicating], and it may get pretty 


discouraging, but [ think, in my opinion, We estern Europe has to have, 
it simply must have, a great amount of its food and materials imported 

The CHarrmMan. You do not think these repeated proposals for the 
encouragement of production of Western Europe to become independ- 
ent of North American high prices, so-called will have any effect? 

Mr. Anprews. They simply cannot 

Mr. CHarrMan. It is not economical then? 

Mr. AnpReEws. I know this part of the world, and I think I know 
something about agricultural production; and I know that Germany 
can only produce about 50 percent of what they have got to have from 
some place; and they produce 350 bushels of potatoes, 40 to 60 bushels 
of wheat per acre, per year, but it stillisnot enough. Western Kurope 
is still going to produce dairy products primarily because they represent 
a source of dollar income. The second thing is you can translate 
your labor and your soil into dairy eo and produce about as 
much food as you can on grain, and you can make a great deal more 
money. 

It would be more profitable, in other words, than an agricultural 
economy of Western Europe based entirely on grain, in fact Europe 
could not quite exist if it went over to grain and directly consumed 
types of crops. 

The CuairmMan. If they export their dairy products into America 
is it not because of the lack of market? 

32613—53—pt. 1 14 
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Mr. ANprEws. No; it is the 

The CaarrMaANn. Desire for dollars? 

Mr. ANprReEws. Yes; the desire for dollars. Of course, I do not have 
the Latin American map, but they are walking in on one of the best 
markets we have for some of these products. For instance, Klim, 
which is a powdered whole milk product that the Dutch make through 
an arrangement with Borden, is sweeping Latin America. 

They are pushing it in that area and they are making stiff inroads 
on United States dried-milk sales there. I think we are going to have 
to face terrific competition on the part of Denmark and Holland in 
this whole Latin American market. 

You see, we kept this market when we sold our United States supplies 
at low prices, but when you have to bump up against the compe- 
tition, and our present high prices it is pretty difficult. Note this map. 

The red area represents the deficit where you have to have outside 
food supplies. This is Japan here and, of course, Hong Kong here; 
and this is down to the Malay country and Indonesia. Here is 
Ceylon, and this is one of the same type, then here is the Philippines 
and then Indonesia here. 

Here is Pakistan. This is what I want to talk about this morning. 
This is Burma, Siam, and Indochina. In normal times about 5 to 7 
million tons of rice move out of here down into the deficit areas of Asia, 
over into here, and over here to Japan; and all these places used to get 
a lot of their rice from South Korea, which I have listed here as a 
surplus area. 

Of course, it is not now a surplus area. It is a deficit area. But 
back at that time, it was much better. 

Indochina rice production is about one-fourth of prewar; Burma is 
about one-third of prewar; and Pakistan that used to export about 
3,000 tons is going to have to get 800,000 tons in wheat and food 
shipped in there this year or they are going to have a famine. 

Since the war, we have had to ship, 3 to 8 million tons of food in 
to these general areas of Asia to keep this part of the world alive. 
There are 750,000,000 people right in this bunch, and at least half 
of your food had to go to Japan and over half of it has been financed 
by the Government through the Army and other aid funds. 

This area [indicating] is now running 3 to 8 million tons deficit, 
when it used to ship rice out to Great Britain. A million tons used 
to go out of here to Western Europe, and the real danger here is that 
this thing could be pinched off almost any time the Chinese Com- 
munists decide to move down across Siam, Burma and Indochina, 
eo down around here. When they pinch that off, this 750 million 
people in India and the rest of this section, will have about 20 percent 
of their food supply cut off. They must have somewhere else to look 
for that supply. 

The CHArrMAN. Why do you say that they will not continue to 
get their supply? Won’t they just get it from the Communists? 

Mr. Anprews. I did not want to bring that in. The facts are you 
cannot trade with the Communists. Let us put it this way: If you 
have to trade, you cannot trade with Communists for your food 
supply and remain free. 

| could show you back on the map of Germany, I can give you a 
specific and practical effect of what trading with the Communist 
world means. Back at the early part of the occupation in Germany, 
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and when we were kind of loving each other in the Russian-American 
arrangement, I made a trade agreement with Hungary, for food for 
Western Germany. 

We had the trade agreement and everything set; it was an exchange 
of German industrial goods for food, and those fellows came in and 
demanded three times the going price of the stuff here in the United 
States. Except for the fact that it could fall back on the United 
States, Germany would have had to make pelitical compromises to 
get the food bargained for. 

What I am trying to say is if you are at the mercy of these fellows, 
there is always a political consideration. Another thing, you have to 
pay in order to get it. 

The little country of Israel thought last year that it could sell its 
oranges to Russia and get wheat. They sold the oranges, but they 
have not gotten the wheat. 

India and this part of the world cannot exist if they have to trade 
with Russia, even on equal terms, because the Russians have the 
power. They can starve them to death. Therefore, you just must 
have a guaranty here in the West that these people can go to or you 
are literally wrecked. 

The only point I am arguing, and I ought not to be arguing because 
this is not my place, is let us not get too excited about some pretty 
heavy stocks of wheat and cotton for a while. If we are spending 
forty or fifty billion dollars a year to keep Russia contained, why put 
ourselves in such a position that we would be without food if this 
did happen in the first year? 

You cannot keep these people unless there is an available food supply. 

Senator ScHorpPEL. Might I ask a question there? 

You say guaranteeing that. Would that not give rise within their 
own countries and within their own local areas of guaranteeing them 
their food supply? 

Mr. AnprReEws. I do not want to use the word guarantee. 

Senator ScHOoEPPEL. But you did use it 

Mr. ANDREws. Thank you, sir. What I want to say is let us 
have enough food supply in this country so that if the worst happens, 
we will have the food supply necessary so that these people will not 
have to compromise their position. The point | am saying is, if we 
are stockpiling atomic bombs to prevent something that could hap- 
pen overnight, it would have almost as much disaster involved as an 
atomic bomb if we do not have sufficient food supply to send over 
to these areas if those people are cut off 

The most important single factor in the stability of this part of the 
world is an adequate food supply and | know that is the most important 
factor. For an example, Ceylon is a producer of rubber. They 
wanted to sell rubber to us here. They came begging rice last year, 
and we did not want to buy their rubber; so they went and bought it 
from Russia and they are selling their rubber to the Communists. 
They are getting it from Russia, and this is another example of what 
I mean. They must have a market where they can sell their rubber 
and get rice. They simply die otherwise. It is not like in this coun- 
try where you go to the grocery store and buy it. They do not have 
it, and they have to have rice to live. That is a fact in most of these 


areas. 
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That rice here in Indonesia is necessary for these 78 million people 
who are depending on 650,000 tons of rice from the outside. They sell 
us certain minerals, tin and rubber to us, and the rubber is going into 
the sterling area and you cannot convert it back into dollar wheat 

It is really a terrific problem here, and these people must have access 
in the form of a trade with China and Russia to get what they must 
have or there must be another place where they can get it from this 
part of the world to get into the dollar market. I do not think you 
can do it. You must increase the food supply in here [indic ating] so 
they can get the good part of it and I do not think you can increase 
the food supply fast enough. 

The CHarrMan. From what you say this sharp drop in the exports 
of food cannot be long maintained. 

Mr. AnpreEws. It cannot be long maintained. I would not want 
to say that you are going to have to continue to send 15 million to 18 
million tons in food each year total, but these people have got to have 
a certain portion of the needed supply from the United States and there 
is no question about it. They have to have it. 

About 40 percent of the food and raw materials we are sending 
abroad is out of the American taxpayers’ pocket, and I think this other 
60 percent might represent about what we will be able to sell on the 
basis of normal trade. 

However, the people in the Orient will need about 5 million tons of 
wheat imports to live. They cannot begin to produce that. You 
hear a good deal about cotton in India, Pakistan, and other countries 
through here [indicating]. It does not begin to fill the need that Japan 
has to have. The only way Japan can live is to produce something 
here that they can sell in here Seulinating on the map]. 

The cotton imports to this general area from America runs from 
about 500,000, I would say, maybe about 700,000, to 2 million bales 
per year in here. Even India buys considerable cotton from us. 
These areas are not sacrificing food crops for cotton. The only thing 
frankly, as I see the whole picture, if technical assistance is able to 
keep pace with the rising population out here and the rising demand, 
we are going to do well. 

There is one oe question here. That is, How are you 
going to handle Japan without letting her go back to the China 
aut 

One of the high Japanese officials came to see me the other day 
when I was through out there. 

He said, “I want to talk to you about point 4.” 

I said, ‘You have come to the wrong fellow. We do not operate 
in Japan, you probably want to discuss Security.’ 

“No,” he said, “I want to talk about TCA and to know whether 
you people really mean what you are doing. Are you going to stick 
with a 

I said “What do you mean?” 

He said, “The only way we can live without the China market 
is by a rising standard of living here in Asia. We can’t sell to paupers; 
but if we get a rise here, we see a chance to live without the Chinese 
market. But unless there is a rising standard of living here, we are 
doomed.” 

That fact is of terrific importance. One thing is true; there is a 
change in eating habits going on in the Far East. They are eating 
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more wheat cereal and more cereal products. Even here in Japan, 
where it used to be the custom that the morning was started with 
soybean cakes and tea, now it is margarine and toast in the bigger 
cities. 

J will not try to deal with all of the are as, but there wil] be not only 
a need but a demand for a pretty heavy grain export into that part 
of the world for quite a long time, as I see it. 

I could be wrong, and the next year would make me a liar; but, as I 
see it, the total production is not going up fast enough to keep pace 
with population increases and rising standards. 

Senator ScHoErPeL. Some of the difficulty you mentioned a while 
ago is going to be dependent upon what will be worked out with refer- 
ence to that sterling bloc, is it not? 

Mr. ANpreEws. I am not, as I said before, an authority on that sort 
of thing; but the most terrible situation in the world is the fact that the 
one currency that is known about, where the banking facilities, where 
the connections are all set, that is, the British pound, sumply is not 
convertible. I do not know what you could do about it. 

I do not think it is politically possible; but, if it were possible we 
could do more for agricultural trade, and all kinds of trade, if there 
were some way to get behind the British pound and make it something 
that could be used as the catalyst of international trade it once was. 
I am not saying we ought to do it—I am just saying the situation 
screams for a solution. 

The CuHatrMAN. That monetary situation is forcing some countries 
into the subsidies on food that we have a supply of; is it not? 

Mr. ANprews. That is certainly true. Many countries are eating 
most of their production and there is less for export. 

The simple fact is that the Filipinos are eating twice as much sugar 
as they used to eat. Before that, we were interested in converting 
that right back into dollars in the United States. 

Senator ScHorpreL. What has happened to their fiber production? 

Mr. Anprews. It has gone down, sharply due to mosaic disease of 
abaca plants. 

The CHarrmMan. Is it a disease? 

Mr. ANDREws. Itis a disease. 

The Cuarrman. Is that why the production in Latin America has 
not come up to the desired standards? 

Mr. AnprEews. That is one of the reasons though Latin America 
has not given attention to fiber production as they perhaps could. 
Take as an example up in South Korea, which used to ship 700,000 
tons of rice to Japan. After the war we got the production heck, like 
it was before the war. 

I said, ‘“W hy don’t you ship that stuff to Japan? 

I was told, “We used to ship our rice to Japan and we used to buy 
millet from Australia. We like to eat rice and we are eating it rather 
than selling it outside.”” These people feel that a new day has come. 

The CuarrMan. That sounds very much like the story of Belgium 
after the war. Immediately after the war Belgium recovered first 
because England would not buy the tomatoes, and they had to eat 
them and the y got strong and healthy. 

Mr. Anprews. Pakistan is losing thousands of acres of land each 
year through salting. This is a serious thing. We are working with 
Pakistan attac king the problem trying to introduce methods of de- 
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salting like we use in Salinas Valley of California. This business of 
building an irrigation and drainage system is on the old Egyptian 
system. 

There comes a time, of course, when all this area here [indicating] 
salts up. You can, by the system used in the Imperial Valley, clear 
this out, but it is going to be a terribly expensive thing. 

Senator ScuorrreL. Mr. Chairman, I would like to ask a question 
or two. I think you testified that you have today 1,600 technicians 
all over the world. 

Mr. AnpreEws. Yes, sir. 

Senator ScHorpret. And that you have about 20,000 local people 

Mr. ANpreEws. Yes, sir. 

Senator SCHOEPPEL. Are we providing all the expenses for that or 
is it shared by these other nations? 

Mr. AnprEws. The local people are paid by the host government. 
American technicians are paid by America. The local government, 
usually, is required with one exception and that is Iran, to put up 
money on an even basis with the United States. They start these 
projects with us on a 50-50 basis. We put up a dollar; they put up 
a dollar or their money; and they put up whatever technicians they 
have. 

As the programs move forward, the host country will take over 
more and more. Take for instace the village development program 
in India. We started in on a 50-50 basis. This year India put eight 
times more money than we did into the program. In Brazil on the 
health program, we put in all of the money in the first year, and now 
they are putting in 35 times as much as we are. 

We used to have 90 people on the Amazon trying to clear up the 
malaria. Now we have 5 people, and we are going to pull 1 out very 
shortly. 

Senator ScHonpPe.. That is what we want to do, to give them the 
know-how and then pull our people out, is it not? 

Mr. AnprEws. That is exactly it. 

The big problem, and it is a big problem, is in trying to handle 
Americans so that we try not to set too high a pace in these countries. 
We seem to do that a good deal, and then the first thing you know, 
you have a situation where, when you pull your American technicians 
out and your money out, the whole thing ‘collapses. The big thing, 
therefore, is to build this thing very simple so that it will be the proper 
pace for the people of the country to keep up after you have pulled 
your Americans out. 

The CHarrMAN. In other words, you are starting where our county 
agent system started 40 years ago, are you not? 

Mr. Anprews. Sir, | have talked too much. You certainly have 
been nice to listen so long. 

The CHAIRMAN. Are there any more questions, Senator Schoeppel? 

Senator ScHorepre.. | think not at this time. 

The CHAIRMAN. I am sure the members of the committee have 
enjoyed hearing from you of the work of the point 4 program. 

Tomorrow we have Mr. George Baker, who represents the National 
Farmers Union. President Patton may be here also. 

Wednesday the United States Tariff Commission will be here, and 
we will be glad to get their stories on what they can do and cannot do 
in the field of regulation of agricultural imports. 
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and exports is to stop the imports. That is far from being the truth 
It is obvious that with farm programs, we do have to have some means 
of regulating them, even while we are trying to promote exports 

Then, beginning on Thursday, the commodity people will appear, 
and the Grange people will be the first one 

Mr. Anprews. The important thing, | think, is for the United States 
to establish a policy and hold pretty firm to it, so that our friends 
abroad will know what to expect 

The thing is that sometimes we are a little capricious. - The people 
are not worried about the success of the program; they ask are you 
going to stick with it, are you going to stay with us 

Let’s have a policy we stick with and live with; and by doing that, 
we will help insure the success of the program and | think the friend- 
ship and stability of the free world. 

The CHarrMANn. Thank you, Mr. Andrews. The hearing is now 
recessed until tomorrow. 

(Whereupon, at 11:35 a. m., the committee was adjourned to 
reconvene ‘Tuesday morning, April 21, 1953 


I think the public has the idea that all the regulation of imports 
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TUESDAY, APRIL 21, 1953 


Unirep States Si NATE, 


CoMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington. D. C 
The committee met, pursuant to call at 10:10 a. m., in room 324, 


Senate Office Building, Washington, D. ( , Henatol George D. Aike 
of Vermont, presiding. 

Present: Senators Aiken (chairman), Hickenlooper, Mundt, Wil- 
liams, Schoeppel, and Hoey. 

The CuHarrMan. The committee will come to order 

We are glad to have with ge this morning Mr. John A. Baker 
assistant to the president of the National Farmers Union. 

Mr. Baker, you are familiar with the purpose of these hearings, 
I think, which is to get background material on the question of 
exports and imports and their effect on United States farm programs 


, 


We are in the position, as you know, of trying to stimulate exports 
and regulate imports at one and the same time. And we are getting 
the viewpoints of all the national farm organizations, officials of 


Government, and others. 
I note that you have a fairly short statement which you will give 
the committee this morning, and then a longer, more complete state- 


ment prepared by President Patton, of the Farmers Union, which we 
wil insert into the record complete 
So, you may proceed to read your statement, and possibly some of 


the other members will be in later. 


STATEMENT OF JOHN A. BAKER, ASSISTANT TO THE PRESIDENT, 
NATIONAL FARMERS UNION 


Mr. Baker. Mr. Chairman and gentlemen, we have followed these 
hearings with considerable interest the last 2 weeks and shall continue 
to do so. We appreciate the opportunity you are giving Mr. Patton 
and me today to present our views on this important and significant 
subject. 

The value of exports of farm commodities will be approximately 
30 percent lower in the marketing year ending in June of 1953 than 
the previous year. The physical volume of exports of farm commodi- 
ties has iene slightly more. Wheat, cotton, and tobacco are the 
major commodities affected, but many others, including grain sor- 
ghum and apples, are involved. 

The outlook is currently for a further decrease rather than an in- 
crease in agricultural exports from the United States owing to increas- 
ing foreign production of these commodities, a rising interest rate 
both in this country and in other nations, and prospectively reduced 
United States expenditures for foreign economic assistance. 
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This development places a downward pressure on United States 
prices of those farm commodities, a part of the supply of which must 
seek a foreign market. Prices received by United States farmers for 
most such commodities are now well below the parity level; some are 
resting on the price-support level or below. 

During the past several years the United States has exported from 
$2 billion to $11 billion more than we have imported. In 1952, the 
export advantage was in the neighborhood of $4% billion. 

The net export balance that must be covered in 1953-54 by a 
further reduction in United States exports, or by increased imports, 
increased United States economic aid, private or governmental, and 
increased private foreign investment will be at least $5 billion. Of 
this, roughly one-third may be made up by private investments and 
aid 

The shock of such reductions on farm-commodity exports could 
be somewhat cushioned by the creation of a Foreign Trading Division 
in Commodity Credit Corporation, when and if it is enacted. 

However, really significant major increases in exports of United 
States farm commodities can only be encouraged by raising foreign 
purchasing power, through increased United States imports and 
United States-assisted foreign-economic development, or by reducing 
sales prices or both. 

Considering these problems, the Farmers Union position regarding 
appropriate solutions can be briefly summarized as follows: 

Of primary and basic importance is this: Regardless of the ad- 
ministrative machinery used or the secondary economic principles 
adopted, the returns to family farm production of all commodities 
should be supported by the Federal Government at 100 percent of 
parity with standby authority to use acreage limitations and market- 
ing restrictions only where required to prevent wastage of resources. 
Production restrictions should not be place <d upon any important food 
commodity at any point below the total of domestic consumer needs 
plus normal exports plus an adequate safety reserve, plus a reserve 
for use in implementation of our foreign policy. We consider this 
economically feasible, justifiable in the general public interest, and 
morally right. We believe it wise and prudent to make provision for 
the creation and maintenance of an adequate safety reserve, domestic- 
ally and internationally in the free world, of storable farm commodities 
and the storable products of perishable farm commodities. Moreover, 
we believe that world conditions as well as domestic population trends 
require a policy of abundant rather than scarce farm production to 
meet genuine domestic consumer demand, normal exports, plus an 
added quantity to be available to implement the foreign policy. 

(a) If this goal cannot be immediately attained for political reasons, 
we favor the following alternatives of descending desirability in the 
order named: 

(1) 90 percent of parity supports for all commodities with 
acreage limitations or marketing restrictions only to prevent 
wastage of resources. 

(2) 100 percent of parity supports for selected major commodi- 
ties with necessary standby production restrictions. 

(3) 90 percent of parity supports for selected major commodi- 
ties with necessary standby production restrictions. 
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(4) Extension for additional years of existing price support 
laws. 

(6) We believe that increased exports of farm commodities and 
appropriate and intelligent policies respecting imports of farm products 
in competition with domestic production are fully possible and feasible 
within this framework. 

Administrative machinery: The International Wheat Agreement, 
Reciprocal Trade Agreement Act, and section 32, diversions, are in 
operation. They have proved to be workable and, within their scope, 
successful. They should be continued in operation until something 
better can be created to replace them. However, these are but partial 
palliatives to the total problem. We recommend the following in 
descending order of desirability. If more desirable devices toward 
the top of the list cannot be created, then certainly we should a 
those lower on the list pending later adoption of improved structures 

(2) Democratic world economic union. 

(6) International raw materials reserve 

(c) International food reserve. 

(d) Additional international commodity agreements. 

Bilateral governmental barter on basis of negotiated 
agreements. 

(f) Complete reliance upon cartel-dominated private trade 
with reduced tariffs on unilateral basis. 

3. Secondary economic principles: These affect domestic consumers, 
foreign agricultural producers and foreign buyers of United States 
agricultural exports. They also have a direct bearing on United 
States foreign policy generally. They relate to the methods used to 
implement the domestic farm price support program and to handle 
or control exports and imports of farm commodities. 

(a) With regard t Oo exports: We favor the for ‘elon sale of exports 
at a price at, or below, what might be termed the world price, with 
the difference between world price and the domestic support price 
made up by the United States Treasury, preferably by means of 
parity payments to producers, or if that is not done, through export 
subsidies. 

(6) With respect to the so-called supplementary or competing 
imports: We favor adoption of import policies for farm commodities 
that compete with domestic farm production that will give the United 
States consumers the maximum supply at minimum price consistent 
with 100 percent parity returns to family farmers. Specifically, we 
consider the following combinations in descending order of desir- 
ability. However, we feel that nonfarmers as well as farm people 
have a right and responsibility to help decide these issues. If non- 
farmers do not prefer the alternatives we have placed at the top of 
the list, then by all means let us adopt one of those nearer to the 
bottom. 

(1) United States support-price programs carried out by means 
of parity payments to producers with no quota or tariff restric- 
tions on imports. 

(2) United States support-price programs carried out by means 
of parity imports. 

(3) United States support-price programs carried out by 
supply diversion methods with imports eliminated at prices less 
than 100 percent of parity. 
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(4) United States support-price programs carried out by supply 
diversion methods with all imports of competing farm commodi- 
ties restricted or subject to high-tariff duties. 

We believe that continuation of a relatively high level of United 
States foreign economic and technical assistance to other countries 
is desirable, not only to maintain exports of United States farm com- 
modities but also as a means of speeding up democratic world economic 
development and closer democratic world economic integration in the 
fight against communism. 

We see no reason why other domestic producers of exported and 
imported commodities should not be accorded the same treatment 
we have recommended in the farm sphere. We feel that in certain 
instances, particularly in case of metals, minerals, petroleum and other 
irreplaceable natural resources it would be better public policy for 
the Government to buy up reserves and capital investment of domestic 
private owners and allow imports to come in unrestricted. 

Moreover, we favor simplification of customs procedures, negotiated 
tariff reduction consistent with the principles I have enumerated, and 
very greatly increased attention to and action in international eco- 
nomic planning. 

1 have with me for the record the comprehensive statement of 
Mr. James G. Patton, president, National Farmers Union, who was 
unable to be present today because of pressing Farmers Union work 
outside of Washington. If it please the committee I can read Mr. 
Patton’s statement in full or simply request that it be inserted in the 
record at this point. 

I shall be glad to answer any questions within my competence that 
members of the committee may wish to ask. 

The CuHarrMan. The statement of Mr. Patton, without objection, 
will be printed in the record at this point. 


STATEMENT FILED BY JAMES G. PaTTon, PRESIDENT, NATIONAL FARMERS UNION 


Mr. Chairman and gentlemen, I appreciate the courtesy and cooperation of 
your committee in making it possible for me to present my views to you in this 
way. I understand that you do not have specific drafts of proposed legislation 
under consideration in this hearing. Rather, your purpose is to get a complete 
and accurate evaluation of the current and prospective near future situation as a 
basis for later consideration of specific legislation. 1 presume, however, that you 
will not be averse to hearing any recommended legislative proposals that may seem 
appropriate to the witnesses as they come before you. 

The broad scope of the content of these hearings brings under examination a 
wide variety of important considerations of direct significance to the nearly 24 
million working farm people on the family farms of the Nation. With your per- 
mission and forbearance, I shall briefly present each of them and discuss their 
implications to farmers, as I see them. 


AGRICULTURAL EXPORTS AND IMPORTS 


Previous witnesses in these hearings have supplied a large body of statistical 
data and other factual information respecting the physical quantity and monetary 
value of the imports and exports of different farm commodities. Additional data 
are available in the publications of the Foreign Agricultural Service (formerly 
Office of Foreign Agricultural Relations), the State Department, and the Tariff 
Commission and from the trade policy study prepared by the staff of the Public 
Advisory Board for Mutual Security. I do not intend to burden the record with 
a repetition of this data. 

However, a few specific observations are in order. About one-eighth of total 
arm production is exported; imports of farm commodities of a type produced 
in this country were equivalent to approximately one-fifteenth of the total United 
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States farm production. The value of farm exports from the United States was 
almost twice as great as the value of competing farm imports. 

Exports.—However, this simple comparison does not tell the whole story by 
any means. The direct effect of agricultural imports and exports on the economic 
situation of individual farm families varies a very great deal according to the com- 
modities produced for sale. Exports make up a very large part of the market for 
some farm products; 39 percent of United States rice is exported; 38 percent of 
our cotton; 37 percent of our wheat and flour; 31 percent of grain sorghum: 26 
percent of tobacco; and 20 percent of soybeans and products \lmost one-fourth 
of the United States production of lard in 1951 was exported; 40 percent of our 
raisins; about one-third of our prunes and 7 percent of pears and apples, with 
somewhat smaller percentages of other commodities produced on | nited States 
farms. 

Ability to sell in foreign markets in volume at good prices is of direct importance 
to the farm families who produce these commodities To onlv a limited extent 


do those farm families who produce export commodities also produce farm pro- 
ducts that come into competition with the approximately $2 billion, annually, of 
supplementary agricultural imports 

Imports —Major supplementary agricultural import commodities are wool 
cane sugar and molasses, oilseeds and their products. hides and skins. unt 
factured tobacco, beef and beef catile. nuts. feed grains and cheese Wher 
quantity imported of any of these commodities exceeds the quantity of exp 
it makes little difference pricewise what the ratio of ir 
production. No sueh imports would come in at all if 
here at, or under, the domestic United States price 
diversion type price support program, the imported par | 
the entire supply, and therefore establish the market price received by United 
States farmers 

The farm families who produce such commodities, therefore, have a direct and 

















important interest in the terms undet hs imports are allowed to enter the 
domestic market. For these families, the advantages gained from the exportation 
of other farm products and of nonfarm products is general, diffused and indirect 
while the competitive nature of supplementary imports is direct and immediate 

However, the farm families who produce those com dities that must compete 
with imported supplies, also share in whatever untages accrue to citizens 
generally from an intelligent foreign policy and from wl r general advantages 
they gain as consumers, and as buyers of production items, from increased im- 
portation of low cost manufactured commodities and nonagricultura iw ma- 


terials. 
PEACE, PROSPERITY, AND DEMOCRACY 








Parm people share with all other citizens a broad interest promoting increased 
domestie and democratic world productior and economic expal oO aeveiopment 
and maintenance in ali countries, including our own, of high levels of employment 
and real income, and the creation of economic conditions cond ve to wo peac 
It is a matter of commonsense to realize (1 at evervbody would be better off 
if we would produce and distribute more goods, and services, in the most economi 
cal manner possible in terms of manpower and resources costs, a1 2 at 
people all over the world have common aspirati eeds and vested int ts 
similar to our own. 

COMPARATIVE AD\ 

In terms of the total economy of the free wor i, t ae | ul that each ¢ intry 
should put its resources and people to producit vhat it can most efficient il 
excess of its own needs and trading that ex for the exe s of goods pro ed 
more efficiently by other countries In this wa e tota oods al 
produced by the countries of the free world will be at a maxin Phat is the 
ideal toward which we must strive 

ASPII IONS. CIR ‘ rANCES T I 

In whatever wav vou want to gage it, the proc tion and distributio yf goods 
in the free world does not now closely approach f deal stated above livery 
nation has attempted to solve its own sovereign problems in its own way Most 
have found it necessary to encourage some of its citizens to e1 or n production 
of commodities under conditions where the production cost per unit exe s the 
duty-free cost of suc commod s if the re imported from « er ( 

Each time this is done, the cost of living is higher than it needs to be and real 


income is lower. 





218 FOREIGN TRADE IN AGRICULTURAL PRODUCTS 


Yet existing ways of doing things in all of the countries is meshed in a network 
of human institutions such as investments in plant, custom, laws and status 
systems. It is asking too much to expect any of these people, our own included 
to give up the convenience and security of what they have without definite assur 
ance that the new situation would represent progress 


The people of the world know, what some of us sometimes forget, that whil 
men are made by God, markets and other institutions are made by men, and ca 
be changed by them. ‘There is no such thing as an automatically operating free 
mesiet system. Any market is free only within a framework of laws, property 


rights, wealth distribution, trade practices and other rules of the game—and 
subject to certain patterns of market power distribution 

It is within this framework, whatever it is, that the law of supply and demand 
is continually operating And the nature and structure of this institutional frame 
work can be changed by man, in the United States by democratically adopted 
laws passed by democratically elected legislators and Congressmen. 


UNITED STATES FARM PRICE SUPPORT PROGRAMS 


An illustration of the kind of things I have just mentioned is our Federal farm 
price support laws, our tariffs, our customs procedures, our shipping policies and 
the mutual security program. 


FARM PRICE AND INCOME STABILIZATION PROGRAMS 


Members of this committee are thoroughly familiar with the programs we have 
ees to reduce the instability of farm prices and incomes, The major pro- 
grat in this field, of course, is the supply-diversion price support program of 
Com ents Credit Corporation. In addition to 90 percent of parity supports for 
the basics and wool, we have, in the past year, had similar programs at varying 
percentages of parity for butterfat, milk, mohair, honey, tung nuts, barley, oats 
rye; grain sorghums, flaxseed, soybeans, dry edible beans, American-Egyptian 
cotton, cottonseed, hay, and pasture and winter cover crop seeds. 

You are, also, familiar with the vitally important surplus removal activities 
financed with a part of the customs receipts (sec. 32) funds 

Marketing agreements and orders have been utilized for similar purposes by 
fluid milk producers and for certain fruit, vegetable and nut crops. 

The Department of Agriculture has also carried on the plentiful foods program to 
increase domestic consumer purchases of seasonal abundant foods. 

iother important farm income stabilization program is the allrisk crop yield 
insurance now available for some of the stable crops in about 800 of the 3,000 
counties in the United States. 


COUNTERVAILING MARKET POWER FOR FARMERS 


These Federal farm income programs came about as the result of the Congress 
representing citizens generally, being convinced that the 4 million or so inde- 
pendent full-time family farmers of the Nation needed the cooperation of Govern- 
ment to acquire what Professor Galbraith, of Harvard, has called countervailing 
market power. 

On the industrial side of the market are the highly organized business interests 
whose access to corporate finance, decreasing cost schedules, and use of far-flung 
basing-point price systems and other means of conducting privately managed 
price support and market allocation programs, gave them an extremely strong 
bargaining position in the market. 

In more recent years, through organization labor has, with the help of protective 
Federal laws and supported by minimum wage laws, been able to acquire a coun- 
tervailing bargaining power sufficient to raise wages and improve working condi- 
tions 

On the farm side of the market are approximately 4 million independent small 
producers who have none of these market advantages except as such have been 
provided by the Congress. Since farmers must use the cooperation of the Federal 
Government, the entire operation must be conducted within full view of the entire 
public. One result has been that some people have acquired the mistaken idea 
that farm people are rolling in wealth, with high incomes contributed by Govern- 
ment and that continued farm agitation for improved income stabilization pro- 
grams is an expression of greed and totally unrelated to the national interest. 
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ECOMOMIC SITUATION OF FARM FAMI s 

The truth is that the farmers f this ¢ intrv ar td p very : 
nomically. Compared with other grou { \ irm-fami ymes 
are very low Not only that, but far fa Ave yang f ing while 
other people’s incomes have been rising 

Here are a few related facts that give a pretty ¢ 1 idea of t present 
status of farm people. Th: ndicate that t familiar .omi me an 
cutting farmers down again 

Farm-family purchasing pow 3 do 6 Der ’ oncunaie dale aia 


incomes than 5 vears ago 








Purchasing power of farm families (in 1935-39 dollars lio 26 
Corporate profits ! 22 
Dividends paid by corporations 2 (1935-39 dollars) (t ons 2) 
Average weekly earnings of manufacturing workers (1935-39 dollars 19 
Rate of interest on corporate bonds 14 
Rate of interest on 4-6 month prime commer D I oy 124 
Rate of interest on new farm mortgages 6 
Everybody’s personal income ? # (1935-39 dollars lio 19 

! Before paying corporation it I 

2 Before paying personal income tax 

’ Before deducting taxes 

4 Includes farm families, laborers, merchants 

The 1950 census counted 5,380,000 far units in the United States. of whicl 
5,000 were greenhouses, etc., 1.032.000 were rural residential units, and 642.000 
were part-time farms of city and town workers \ total of 1,679,000 nonfarm 
units counted by the census as farms. This leaves 3,703,000 full-time farm units. 
Of these, 106,000 were larger than the largest familv farms, leaving 3,597,000 
full-time family farms. Of these: Number 
55 percent had family incomes above $1,700 1, 994, 000 
45 percent had family incomes below $1,700 ; 1, 603, 000 
20 percent has family incomes below $1,000_- 707, 000 

In comparison: 
Average per family income of nonfarm families (in terms equivalent to 

to farm-family figures above) ___-_-_- ae $3, 771 


(Only 1 out of{7 or 8 full-time family farmers have an income equal to averag« 
non-farm family.) 


Average farm equivalent per family income of retail workers ieee $2 390 


Only 2 out of 5 full-time family farmers have so high an income. 
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Prices paid are rising—Prices received are falling 


RICULTURAL RESOURCES 


as serious from a national point of view is the fac 


Not only do our farm families suffer relatively low and falling incomes. Fully 
t 


that we are using up farm soil 
r resources faster than we are replacing and improving them. Based on 
*-hniecal information as we ¢ id obtain, have tried te | 
ate of how much it would cost annualiv to eet American agriculture into 

n where farm-resources improvement on privately owned farms was 
faster than resouree wastage. We arbitrari et 1963 as a target date 

be too ambitious, yet would get us to the goal before the curre 
trous lengths Actually we should move 


{ \ ars would | CO! pos 
and e rvation facilities 


we came | 
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Great disastrous nati 
at what led up to the 


recession from 1858 te 
1 
i 


1¢ 


pull out of until 19 
led again in 1929 


32. 1937 


dD 


Industry holds prices up and cuts down ¢ 
crease production to make up for falling prices 
Moreover, farmers take the licking in prices 


1 pri 
Farm production 


Farmers, now, can’t maintain high-level 
industry, which must be paid for in cash. 
operating costs and replacil g wornout operatil 


duction will go down. 


FARM ATTITUDES TOWARD INTERNATIONAI 


I would be remiss in my duties as an 
did not attempt frankly to convey to 
attitude of farm people toward the 
these hearings 

I am quoting the following from a 
farmer in the Middle West: 

‘Talk of ‘more trade and less aid’ 
disagree with such a policy generally, 
of agriculture may be sacrificed upon 

‘’There are those, for instance, who say 
so that the Danes and the Hollanders ear 
made products.’ And they say 
much anyway.’ 

Sut * * * the total sum does 
losses from the competition of 

“Then they say ‘we 
cotton from Egypt’ it 
they say, ‘don’t amount 
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“But * * * these imports do seriously hurt our sheepmen and cotton producers. 

“Farmers fear that agricultural products are to be imported so that foreign 
countries will have dollars in order to buy American industrial machines and 
gadgets. 

“We contend that if it is necessary for America to allow ee of any kind 
for the general welfare, the farmers should not have to pay the bill * * * neither 
should any other one group of our economy. The cost should be shared by all 
Americans. 

‘‘We confess that we don’t like the idea, but the only way we know by which 
such common sharing might be accomplished is for the Congress to establish a 
price for items domestically produced and pay subsidies to those industries and 
producers who are hurt by imports of foreign products, in order that they may 
be compensated.” 

I have no reason to believe that producers, other than farmers, who are faced 
with a similar need for an expanding export market or with similar market com- 
petition of imports, feel any differently about this than do the farmers I have bee n 
chosen to represent. Moreover, I am convinced that these others, including the 
domestic watchmakers, have the same right and privilege for considerate and 
helpful attention from Congress as do farmers. 

Further, it would be totally correct in my judgment to attribute the same 
attitudes, aspirations, and needs to farm people, raw material producers, and 
manufacturers in other nations. I would fully expect that all of them would be 
legitimately interested in protecting their positions and promoting their interests. 


ACCOMMODATION 


The foregoing does not in any way mean that I am pessimistic about the possi- 
bilities, or probability, of attaining greater international economic cooperation 
among the democratic and noncommunistic nations of the world. Convinced 
that the foregoing is a fairly accurate description of domestic world conditions, 
I am led to the conclusion that these important human characteristics and 
institutions have a very significant bearing on which methods of approaching 
greater international economic cooperation will prove most fruitful of the results 
we want. 

We need to devise ways to promote greater international economic cooperation 
that are compatible with the attitudes and interests I have presented to you. 

In our own country it would be both peewee urdy and foolish to expect that ‘people 
would want to abolish all fair-trade laws, tariffs, patents, unions, preferential 
freight rates, subsidies to airlines, maritime operators, and the rest. It would be 
equally unrealistic, in my opinion, to expect that the peoples and governments of 
other countries are going to give up the myriad institutional interferences with 
the free privately controlled market of the type visualized by mid-Victorian 
economic theorists. The Chinese Nationalists on Formosa will not stop the 
uneconomic production of sugarcane until assured a continuous, uninterrupted 
supply of sugar in a low price range. Egypt, whose Government revenues are 
derived largely from import and export duties, cannot quickly shift gears to a 
totally different system. 

But even if it were possible, either domestically or internationally, to get the 
people and the governments to eliminate government assistance and regulation of 
market conditions, I am convinced that this would not be the best thing to do. 
My reason is this: The instability of raw material prices is a two-edged sword 
that cuts down economic progress on both sides. 

Investments in economic expansion designed to increase the total output of 
raw materials must be made far in advance of the time when the products will 
be marketed. Instability in raw material prices presents such an added and 
serious factor of uncertainty in the calculation of returns on such investments, 
that the level of investment in expanded raw material exportation is undoubtedly 
slowed down. 

Likewise, the investments in processing and manufacturing industries that use 
raw materials must be made well in advance of their ultimate recovery from profits 
derived from the sale of processed or manufactured products. Consumer need, 
and in some respects, consumer demands are relatively stable and can be fairly 
well gaged. But faced with wildly fluctuating raw material costs, the manu- 
facturer like the raw materials producer must introduce a large uncertainty factor 
into his investment calculations. 

The meaning of this, to me, is clear. It means that the most fruitful means of 
promoting greater international economic cooperation is not a futile attempt to 
establish some kind of mid-Victorian competitive market equilibrium, but rather 
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through the bold, imaginative, conscious building of workable international eco- 
nomic institutions. What we must have is neither this Victor 
internationalism nor monumental national isolationism. T 


seems to me, lies in publicly directed international economi 








DEMOCRATIC WORLD ECONOMIC UNION 


I do not want the record to appear as if I thought I 
answers to all of the to 
to throw out some sugeg : 
The problems connected with United States imports and exports for agricul- 
tural commodities and their effects upon domestic farm price programs are but 
a part, important as they are, of a mi 
intense significance to the entire Nation 
Nearly everywhere, our own Nation included, people are demanding better 
living conditions. Basic is belief in the dignity of the human being and th 


iew all of the correct 
problems of international trad: However, I do want 


ons for your considerat 





larger problem of worldwide scope and 





NUMAN 


family and the right to an equality of opportunity. Moreover, poverty, want, 
and misery can be completely eliminated through modern technology and known 
ways of improving agrarian and other institutional arrangements. It is important 





to realize, also, that the knowledge of this revolutionary fact is becomi 
spread throughout the world 

Contentment is what one is able to attain, divided by what one has come to 
believe he ought to be able to attain Whe n contentment drops too low people 
will resort to drastic, and often unreasoning, action to relieve their frustrations. 
Herein lies the challenge, and the supreme test, of United States world leadership. 
To meet this test, we must find ways to release for productive abundance the 
stupendous and magnificent forces that are latent within the nations of the free 
world. We must somehow energize the necessary intelligence and courage to 
take important steps to build greater economic strength and broader economic 
opportunities for all the people. This requires a new type of consciously directed, 


democratically controlled international economic planning and acti 


g wide- 





In various wavs that I shall not attempt to list ‘re, we and s¢ f the other 








nations have been whittling away at this problem. The concern of your commit- 
tee in holding these hearings is another step. 

But the progress we have made so far is infinitesimal compared with what we 
can and must do. Progress toward greater international economic integration 
has been agonizingly slow in relation to the urgent need to build an adequate 
protection against the forces that threaten the democratic wavy of life 

An ideal solution, of course, would be establishment of a democratic world 
government. Men of good will through the ages have i 
brotherhood with a parliament of man. Currently, in 
appears that this attainment is beyond our reach because the people of a part 
of the world are blocked off by despotic totalitarian rulers. 

What would be immediately attainable, in my opinion, if we were to put our 
strength behind it, is democratie unification. Economie and political inte; 
under a democratic governing body would solve fundamental problems it 
fundamental ways. 

I have urged that the United States call a meeting of the nations with a view 
to drafting a constitution for the immediate establishment of a Democratie 
World Economic Union, with a single currency and no trade or population- 





lreamed of a world 





1 
our time, however, it 


ration 








migration barriers Any nation that will condi free democratic elections, and 
abide by the laws enacted by the governing body of such a union, would _ be 
eligible for membership. Administrative agencies of the Democratic World Eco- 


nomic Union would be directed to establish and carry out programs to vastly 
speed up economic development and improved productivity of human labor and 
land and water resources; to eliminate progress-retarding and opportunity 
ing legal and institutional arrangements; and to eliminate and prevent rees 
lishment of trade, financial, and migration barriers. The governing body of 
such a Democratic World Economie Union could be expected to adopt a system 
of farm programs largely similar to those that have been developed in the last 30 
years in this country and the Scandinavian countries 

It would be appropriate and most desirable, I believe, for the Congress to 
enact a joint resolution directing the executive branch of government to under- 
take positive steps through international conferences to establish a Democratic 
World Economie Union. 
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INTERNATIONAL RAW-MATERIALS RESERVI 


Higher farm-family living standards in all nations, including our own, are 


lependent upon expanded international trade in farm commodities and other 


raw materials The United States generally is becoming increasingly dependent 
upon foreign sources for low-cost essential industrial raw materials It is ordi- 

ary commonsense for each of the various nations to expend its greatest effort in 
producing those sorts of goods thev can produce at greatest effici« ney, and the 
domestie surplus of which they can exchange for those commodities produced 
more efficiently in surplus in other nations 


Pending the time when the democratic nations of the world can come together 
in solid economic union, it would seem desirable to establish an interim agency to 

velop and operate an international raw materials reserve 

Chis agency would be charged with the responsibility to prevent extreme fluc- 
tuations in prices of agricultural commodities and other raw materials in the 
international market; to encourage expanding production to meet the world’s 
pressing need for increased supplies of food, fiber, and other raw materials; 
to make available foodstuffs in circumstances of famine; to absorb temporary 
market surpluses; and, through use of national currencies involved, to make self- 
liquidating loans through appropriate international lending agencies for economic 
development, as well as for the purchase, in food, fiber, and merchandise importing 
countries, of raw materials needed in food and merchandise exporting countries. 

| urge the members of this committee to give this suggestion careful study with a 
view to introducing and helping to bring about the enactment of a joint resolution 
of the Congress directing the executive branch of the Government to initiate nego- 
tiations, through the united nations or otherwise, to establish an international 
raw materials reserve 





INTERNATIONAL FOOD RESERVE 


There is already pending before the Senate a draft resolution (S. J. Res. 56), 
introduced by Senators Murray and Young and 22 other Senators, calling for the 
establishment of an international food reserve. While this proposal is not as 
broad in scope as the international raw materials reserve I have just suggested, 
I urge you to use your influence and efforts to bring about the early enactment of 
Senate Joint Resolution 56. Iam in complete sympathy and agreement with the 
statement made by Senator Murray when he introduced Senate Joint Resolution 
56, and I hope you will consider his statement as a part of my testimony in these 
hearings. 

INTERNATIONAL WHEAT AGREEMENT 


\ similar mechanism for conducting consciously directed, democratically 
controlled international economic planning is the International Wheat Agreement. 
I am relieved and gratified that this agreement has been renegotiated; I hope that 
the renewal proposal that has been negotiated shall be ratified by the Senate. 
Short of the successful establishment of an international food reserve or an inter- 
national raw materials reserve of the type I have just suggested, the renewal 

nternational Wheat Agreement is essential to the continued stability of the 
United States wheat industry and of the economic opportunities of farm families 
who produce wheat. 


TARIFFS, CUSTOMS, QUOTAS AND SHIPPING 





Mr. Chairman, I think it is clear from what I have already said in this state- 
ment that I favor an intellige it international approach to the problems before 
your committee. It should be clear that I do not believe that such an approach 
lies in throwing domestic or foreign producers upon the unguided and uncontrolled 


trader and cartel-dominated private international free-market system. The 
approaches I have suggested are negotiated publicly directed approaches to 
loser international economic integration. I do not believe, for example, that 


tariff elimination, as such} bv unilateral action by the United States is either a 
sensible or a politically feasible approach to a solution to the problems that have 
heel 

The Reciprocal Trade Agreements Act is another negotiational type of con- 
sciously directed international economic cooperation that should be encouraged. 
I hope that the Reciprocal Trade Agreements Act can be renewed with approp- 
riate safeguards that I shall bi enumerate 

I do not believe that United States farms who produce for export or who 
p! mluce commoditi s that mus compete with l nports should be asked to be ar 


aiscussed in these hearings 
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the full cost, respecting this production, of an intelligent United St : 

policy. I accord the same right and privilege to other domesti iw material 
and industrial producers. The benefits of better international economic co- 
operation accrue to all the people and the temporary costs involved should be 
borne by all the peopl This means that in the case of both exports and imports 
programs and policies should be established, as they have been in the case of the 


International Wheat Agreement and the Sugar Act program, to spread the costs 
to all the people instead of putting all 
producers concerned. 


ot them direct on the small number ol 





With respect to such measures, thet i clean-cut choice of w the 
cost is to be spread to all the peopl methods the cost is spread 





in their capacities as consumers and they pay the bill in increased retail 
I ! 


the things they buy in relation to the quantities of such purchas Chis is the 
method followed in the Sugar Act and that proposed for extension to wool. 
3v other methods the cost is spread to all the people in their capacities a 


taxpavers and they pay in accordance with the ability-to-pay principle incorpor- 
ated in the Federal personal and corporate inc e and 


excise tax scheqauiles 
This is the method followed in connection with United States operation of the 
International Wheat Agreement 


As a general principle, Mr. Chairman, I urge you to accept 








T ) 

that no United States farmer or other producer, whom we expect to ren 
production, be required to produce for export o neet the competi of 
imports, at any price less than the full parity price 

There are probably some industries in which the entire United States need and 
demand can be met continuously and safely through complete dependence o1 
imports. In such cases, I recommend that the injured domestic industry be 
helped to make adjustments by means other than excluding imports, such as 
through extension of une mploy ment insurance assistance i etral g WOI rs 
conversion to other lines, and outright purchase vhnere re lired 

May I hasten to add that I know of no domestically produced agricultural 
commodity to which this applies 

In all other cases, programs and policies affecting imports and exports sl 1 
designed to provide full parity returns to domestic producers in ivs that will be 
consistent with minimum hindrance to international trade 1 eck pera- 
tion, and preferably by methods that will spread the temporary costs of the adjust- 
ments to all the people in accordance with ability to pay rather than through 
increased retail prices to consumers 

I urge the enactment of legislation to renew the Reciprocal Trade Agreements 
Act with sufficient safeguards to fulfill the objectives I have just | 

SIMPLIFIED TARIFF AND ¢ rOMS A( 

The enactment of a new simplified tariff act along the lir recor led the 
staff report on the trade policy study of the Public Advisory Board for Mutual 
Security, and of a bill to simplify customs procedures such as was passed by the 


House of Representatives in 1951, would be of benefit to farm people and to the 
Nation generally. 


TARIFFS ON RAW MATERIALS OTHER THAN FOOD AND FIBER 


The situation with respect to tariffs on metals, minerals, petroleum, and other 
raw materials except food and fiber products is a special case. These materials 
are irreplaceable natural resources, which are destroyed in a single use and cannot 
be maintained or increased. In a troubled world it makes a great deal of sense to 

} 





make as little inroad as possible on our natural supply of such materials. From 
a purely selfish national viewpoint, it would be better to import a maxirnum of such 
materials while conserving the supply within our own boundaries. However, 
within the framework of international economic cooperation the wiser course 


would seem to be the establishment of a balanced drain on natural irreplaceable 
resources of the different countries. 

Establishment of the international raw materials reserve would be admirable 
for this task. In the absence of such an international agency, it would seem 


desirable to combine a United States national stockpiling program wit! 


pi reduc- 





tion and ultimate elimination of import duties, and restrictions, on meta in- 
erals and petroleum, with a domestic program that will protect the ate 


interests of domestic producers. 
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ENCOURAGEMENT OF AGRICULTURAL EXPORTS 


Exports of United States agricultural commodities produced in excess of domes- 
tic consumer needs should be encouraged and expanded in every way possible. 
Foremost in effectiveness, short of formalized economic integration such as the 
international raw materials or food reserve, are governmental policies that will 
enable such exports to move into international trade channels at or below the 
world price while protecting the returns of domestic producers at a parity level 
This can be done by means of either an export subsidy program or through com- 
pensatory price support payments. 

In either case, the difference between the world and domestic parity level is 
borne by the nation generally rather than by the producers involved. In terms of 
international relations the production payment to consumers is preferable to an 
‘xport subsidy 





\ more positive and aggressive approach to the problem is represented by the 
bill introduced by Senator Mundt (for himself and six other Senators) to estab- 
lish a foreign trading division in the Commodity Credit Corporatio This bill 
is now before vour committee I urge vour favorable consideration \ foreign 
trading division in CCC would be a helpful and valuable supplement to the 
yperation of the international food reserve, 1f one 1s established. It would be 


seful as and of itself, even if no international food reserve were established 


NEEDED ADJUSTMENTS IN FARM PRICI PROGRAMS 


As I stated earlier in this testimony, itis mv e mviction that the Nation should, 
and cannot in safety, ask domestic producers of food and fiber products, whose 
continuance 1n production is desired, to be required to meet competition of 
imports xcept as they are assured by Government of full parity returns. I feel 
hat I have made the reasons for my convictions about this abundantly clear in 
earlier sections of this statement 


100 PERCENT OF PARITY FOR DOMESTIC PRODUCERS 


To be specific, it is my deep conviction that the family farm producers of import 
ommodities such as wool, sugareane and beets, oil seeds, hides and skins, beef 
and beef cattle, feed grains and dairy products should be assured by law of full 
100 percent of parity returns on such production I do not believe that domestic 
consumers and taxpayers or foreign producers of these commodities should expect 
our farmers to accept less 

There are two types of ways by which this can be accomplished. One method 
is to allow domestic market prices to fall to a level that will equate consumer 
demand to total supply imports plus domestic production -with any extent to 
which this price is lower than parity made up to the domestic producer by means 


of a production payment. The other approach is to maintain the domestic 
market price at or above a parity level by means of a production restriction and 
supply-diversion program and to exclude imports at prices less than 100 percent 


of parity. 

The payment method discourages excessive imports because of the relatively 
unattractive United States market price, and charges the cost of the operation to 
the entire citizenry on the basis of the ability-to-pay principle It would allow 
the full supply at any time to flow through normal channels of trade to the ulti- 
mate consumers at the market clearing price 

The other method discourages imports directly through quotas or automati- 
cally flexible tariff duties, and charges the cost to the people in the country through 
the me dium of higher retail prices to consumers 

Both methods relieve dairymen, wool growers, sugarcane and sugar-beet 
producers and other producers of farm commodities that are also imported from 
themselves absorbing the full cost of price competition with such imports. 

While I am convinced in my own mind that the payment method is to be pre- 
ferred for many reasons over the “import exclusion and market price support’ 
method, I am, however, fully convinced that either is a wiser public policy than 
either full reliance upon free trade and uncontrolled market forces on the one 
hand and inflexible high tariff or preclusive import quotas, on the other 


UNITED STATES FARM PRICE POLICY 


Also, involved in a consideration of the subjects before your committee is the 
question of what should the United States farm production policy be. This 
concerns the questions of whether the Government should exercise any function 
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at all with respect to the level of farm production and, if so, at what level should 
Federal policy be directed. 

One alternative requires strict production controls in years of une 
or reduced exports and on such commodities as may be in temporary surplus from 
time to time 

This leads me to state several propositions, that are matters of deep conviction 








with me, with respect to farm income stabilization programs that I have covered 
in greater detail on other occasions. 

1. Returns on family farm production of a irm commodities sl! ld ¢ 
supported at equitable levels as between commodities 

2. Returns on family farm production should be supported in gen it a 
level consistent with prices that would be provided | an expanding fullemploy 
ment economy. This would be somewhere etwee 100 and 105 peres »f 
effective parity as calculated from present formulas 

3. Parity prices of individual farm commoditi 1 reflect changes in 
cost ol productior and changes in tl tructure IT ¢ mer ademand 

t. Production restrictions should not be placed upon any food commod 
that is of major importance in the people’s diet at any point below the total of 
domestic consumer need plus normal exports plus an adequate safety reserve 
plus an extra reserve for use in implementation of our foreign policy Imple- 
mentation of this policy will require, in periods of decreased employment and 
slack economic activity, t weakened effective « S lemand be 1m ed 
by consumer subsidies of e type in led i lomes food allotn bill 
introduced some years ago by the distinguished chairman of this committee 

5. Incentive supports for commodities in greater demand should be utilized 
to encourage desirable production shifts rather than dependence upon sliding- 


scale-type reductions to discourage production 

I am convinced in my own mind that these propositions are fully consistent 
with an intelligent foreign policy and an appropriate international trade policy. 
In the case of both international trade policy and domestic farm price policies, my 
thinking is based upon the belief that human institutions such as laws, economic 
systems, and markets are developed by men and subject to change by them for the 
common welfare. I also believe that men with sound minds, compassionate 
hearts, and determined courage can and will devise and continually adjust, by 
democratic processes, the institutional framework of our economic activities to 
escape the rigors, uncertainties, and inequities of the privately administered mon- 
opoly-controlled “free”? market on the one hand, and Government-sponsored 
scarcity practices on the other. 





The CHarrMan. I have just one question I would like to ask, Mr. 
Baker. 

On page 3 at the bottom of the page you say: 

United States support price programs carried out by means of parity payments 
to producers with no.quota or tariff restrictions on imports 

That means putting the United States production on the open mar- 
ket and paying a subsidy to the producer of the difference between the 
price received and the support level, which I think you advocate as 
100 percent? 

Mr. Baker. With 2 exceptions, Mr. Chairman; 1 would be that 
provision is made totally for adequate reserves of storable commodities 
We would not want to let all the supply immediately disappear 

The CuarrMan. In view of that, do you think there would be an 
incentive for the producing nations of the world to market primarily 
on the United States market? 

Mr. Baker. Very much less incentive than if you have the supply 
diversion method used here. 

The CuarrMan. Why would there be less incentive? 

Mr. Baxer. The price at which importers can sell here would be 
considerably lower with the payment type of support program 

The CHarrmMan. You mean the open market? 

Mr. Baker. Than it would with the purchase-type program 
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Take the butter program, for instance. Now you have got 90 cents 
purchase price. The Government is buying butter, which holds the 
price at which foreign suppliers can sell butter in the United States 
up to 90 cents. If you allow it to drop to the market price, that price 
might be somewhat lower than it is at present and would be less of a 
drawing attraction for foreign butter to come in. 

The CuarrmMan. What do you expect that would be? 

Mr. Baker. I am not that good an economic statistician to guess 
what that would be, Senator. 

The CHarrmMan. In other words, you feel that the market prices 
would be low enough so that foreign production would not be attracted 
to this country? 

Mr. Baker. It would be considerably discouraged, yes, sir. 

The CHarrMAN. Have you ever estimated or figured out what the 
cost of such a program would be if prices were low enough on the 
open market so that foreign production would be attracted? 

Mr. Baker. If you had equivalent level supports for the returns on 
all of the commodities using farmers’ resources, labor, land, capital 
equipment, and others, and coupled with that the Aiken food allot- 
ment program, introduced by the distinguished Chairman of this 
committee, and coupled with that, maintenance of maximum level of 
employment and economic activity in the expanding economy, the 
cost would be very, very low in my opinion. 

Now, under such conditions, the market price would probably 
allow and encourage some imports, which would be a desirable thing 
under those conditions. 

The CuarrmMan. Would a program such as you propose tend to 
level off world prices so that prices would be more or less the same to 
people of all countries? 

Mr. Baker. It would have some tendency in that direction. 

The CHariRMAN. You are aware now that we get complaints from 
other countries, particularly Great Britain, that the high prices in the 
United States make things tough for the importing countries of 
Europe? 

Mr. Baker. This would tend to overcome at least a large part of 
the basis for such an objection. 

The CHarrMan. Senator Mundt, Senator Hoey, Mr. Baker has 
just read this 3%-page statement. And I was just querying him 
about the recommendation at the bottom of page 3 and asking him 
what the effect would be on imports under that proposal. 

Mr. Baker. I might add, Mr. Chairman, in respect to our feeling 
about the difference between No. 1 on the bottom of page 3 and 
No. 2 on the top of page 4 is that it is primarily a decision related 
to the importance of having imports or not having imports as a part 
of the total foreign policy. 

As farmers, we don’t think farmers should pay the entire cost of 
good foreign policy. If the entire citizenry feels that having a freer 
international trade is important enough to them to pay some of those 
costs you have just mentioned, then, we would suggest here that they 
adopt No. 1. 

On the other hand, if they feel the other way about foreign policy, 
No. 1, where you would have some restrictions against these 
imports. 
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The CuarrMan. | think that farmers would generally agree that 
other segments of the economy should be called upon to help fill the 
dollar gap. 

Mr. Baker. Tha. is correct, yes, sir 

There is a very revealing letter on that point in this statement of 
Mr. Patton’s—a letter he received from a rather well-informed farmer 
in the Middle West which makes that point very humbly but very 
frankly. . , 

The CHArRMAN. Senator Schoeppel, Mr. Baker has just finished 
reading this 3!5-page statement, and without objection we will insert 
the statement of Mr. Patton in the record 

Senator Munpr. Is Mr. Baker going into more detail as to his 
views and opinions on the Democratic World Economic Union? 


The CHAIRMAN. Mr. Baker just read this 4-page statement, and 
the Chairman had just been questioning him about item No. 1 on 
the bottom of page 3 and the effects and so forth when you came 1n, 


Senator Mundt 

And he Is how available for question neg from any memb« rs of tne 
committee. 

Senator Munpr. Could you tell us what is involved in the Demo- 
cratic World Economic Union? I understand that that is a suevestion 
that the farmers union has asserted as one of the 6 possible approaches 
Could you tell us more about what you have in mind 

Mr. Baker. First, it would be made up « : 

Senator Munpr. Would that include all of the non-lron Curtain 
countries? Oc would they have to be really democratic to be 
eligible? 

Mr. Baker. No. They would have to settle, solve, and satisfy 
all of the terms that you and I, | am sure, would agree on as to what 
is a democratic nation, including free secret ballot and freedom of 
religion and all of the other things in our understanding from the 
Constitution and Bill of Rights of what a democratic nation is 

Senator Munptr. What would you give as a rough guess as to 
how many of the 21 Latin American republics would qualify for that? 

Mr. Baker. I have thought about that, aod 1 would not want to 
hazard a guess. 

It would not include all of them, however. 

Senator Munpr. I am sure that is right. 

Pardon me for interrupting. Go ahead. 

Mr. Baker. It varies from one time to another. And there would 
have to be adjustments made for that change. 

Senator Munpt. How would you compare this with the Atlantic 
Union? 

Mr. Baker. We feel that this is based on many of the same ideas 
with the same hopes and aspirations involved. 

We feel that our proposal is better, Senator, because it does not 
have quite the preclusiveness that is in the proposed Atlantic Union 
and those lesser developed nations outside the Atlantic community 
would be eligible to join if they are truly democratic. 

We have looked at the way the the United States got established, 
and we have two houses. But for very good and legitimate and 
justifiable historical reasons, we have suggested in this one that there 
be three houses in the governing body, one house with members 
selected by democratic vote to represent numbers of people, like our 


. 
) 


nnlv of democratic nations 
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Congress is now selected; another house with one democratically 
elected representative from each nation, regardless of how big or 
little it is. That is the way the United Nations is now operated. 
That is so that the sovereign interest of the nation, even though it 
is small, like Panama, would have in one house an equal representa- 
tion with the United States or India, regardless of how large the 
country might be. And then a third house made up of representatives 
somehow or other apportioned to represent differences in per capita 
wealth or taxpaying ability or apportioned as to how much resources 
they would be likely to be called upon by the actions taken by the 
governing board to put into the Treasury of the Democratic World 
Econemic Union. 

Decisions by the governing board would require, as does our Con- 
gress, an agreement between all three houses. 

Senator Munpt. Those would have to pass all three houses? 

Mr. Baker. They would have to pass all three houses. 

Senator Munpr. What takes the place of, or acts in the same man- 
ner as, say, something like the Supreme Court? 

Mr. Baker. That would be a Democratic World Economic Union 
Court. We have not followed out all of the details of that, but 
obvioulsy there would be an administrative or executive branch to 
carry out the programs and rules and laws and regulations estab- 
lished by the governing body 

One part obviously would be an economic development adminis- 
tration or agency of some kind, 

We also thought, Senator, that inside such a union and subje ct to 
the laws and regulations passed by the governing body, you could 
have a great deal more of movement of trade and peoples, according 
to the laws of comparative advantage than is now possible unde 
sovereign laws of different nations. 

Senator Munpr. Is that on the theory that their standards of 
living are more comfortable or on the theory that you eliminate the 
tariff problem? 

Mr. Baker. Well, you could eliminate both to some extent. 

But we would hope that immediate action could be initiated to 
move in the direction of that Democratic World Economic Union; 
but we have got to have something in 1953 and 1954 as well as in 1960. 

Senator Horny. What sort of jurisdiction do you think this world 
economic union ought to have over matters? Would you have it 
limited to exports and imports, or would you have it go into the 
economies of the nations? 

Mr. Baxrr. We would say limited to exports and imports, economic 
development, primarily. 

Senator Horny. Do you think that this world economic union ought 
to have something to do with the relevant economy in each nation? 

Mr. Baker. Yes, sir. 

The CHarrMANn. How would the wealth of the nations be deter- 
mined? Would it be potential wealth or money in the bank? or what 
would be the determining factors? 

We have some backward nations that are very wealthy except they 
cannot spend it. It is not in proper form for using 

Mr. Baker. We have not spelled out that particular question in 
detail. It would be up to negotiation actually at the constitutional 
convention between the nations that are eligible. for membership. 
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The CHarrman. You state that this is a world economic union. 
Would it be a political union too? 

Mr. Baxnur. Itcouldbe. But we have not recommended going that 
far at this particular time; no, sir. 

The CHAIRMAN. Any further questions? 

Mr. Baker. Mr. Chairman, the reason for listing some of these 
things in order of desirability is the reason that if these better alterna- 
tives connot be worked out for one reason or another, we ought to have 
this automatic 100 percent of parity tariff in the bill that Senator 
Mundt and other Senators introduced 

The basic premise that we start with is that we cannot ask farmers 
or watchmakers or any other particular group of producers in this 
country to carry the full cost of an intelligent farm policy. And we 
need to work out ways and means so that that does not happen. 

Senator Munprt. I am sure all the members of this Committee will 
agree with that basic premise. 

The question is to figure out some way to share that cost if that is 
the procedure that we are going to have to follow, and find a substitute 
for it. 

Mr. Baker. We would prefer that it be done through price supports 
and parity payments to producers. But if the nonfarmer part of the 
population prefers to do it through supply diversion methods and 
higher tariffs, they have a right to say so 

Senator Munpt. Have you gone far enough in this project of a 
Democratic World Economic Union so that you could give some 
indication of what the costs of a price upport program would be to 
undergird the crops of our whole union? 

Mr. Baker. No, sir, we have not 

There are some studies in that direction in connection with European 
agricultural economic integration. We have, of course, the figures 
that the committee has here on these programs in this country. 

Senator Munpt. I have in mind specifically a country like France 
which I imagine under any criteria which would be established would 
be considered an eligible member for that democratic world economic 
union. But the French peasant has deve lop d a si ale of liv ing which 
would be completely repugnant to, | guess, any American farmer 
certainly 90 percent of the American farmers. So that if we were going 
to put them on the same basis, it seems to me you would have to 
consider what would be the potential cost of girding up the prices 
through all the French peasants so that they could enjoy a comfortable 
standard of living. 

Mr. BAKER. A comparable problem to the relation between, say, 
the way I had to live when I was a boy in the Arkansas Ozarks and the 
standard of living that some of the farmers have in some of the better 
farming areas in the United States. 

We have still in this country about a million seven hundred thousand 
farm families whose incomes are less than an urban equivalent of about 
$1,700, which is extremely low. 

Moreover, to my surprise, I found that banana producers in Formosa 
were averaging net incomes higher than 50 percent of the farm families 
in Tennessee. But banana producers in Formosa are doing better 
than most other farmers in Formosa because of a very good market 
situation. But it is interesting to note that fact 
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And it is part of what is involved in maintaining general support 
for a foreign policy in this country. It is hard for 50 percent of the 
farm families in Tennessee whose incomes are lower than banana 
producers in Formosa to understand why we spend so much money 
sending tanks and machine guns to help Formosa when it adds to the 
income that Formosa farmers can get when he sells his bananas to the 
rising standing army in Formosa. And we spend so little to assist the 
nearly 2,000,000 low-income farm families in this country to be able 
to earn a better living. 

Senator Munopr. I think it is almost axiomatic at least that we have 
to adjust whatever farm program we have to whatever foreign policy 
we have. If our foreign policy swings in the direction of giving 
greater protection to the American farmer in tending to increase his 
standard of living and keeping this bastian strong as an arsenal for 
democracy in part of our responsibility to the world, and then we con- 
tinue to give away coods and supplies, that is only one type of farm 
program. 

Mr. Baker. That is right. The main point we feel very strongly 
about is one that we have already agreed on here: That it is not the 
business nor the respon sibility of the farmers to bear the compl te cost 
of the foreign policy, whatever that foreign policy may be. 

And number two, we feel that mechanisms or devices for inter- 
national economic planning and rationalization of these things are 
better ways of handling these very difficult problems of agricultural 
imports and exports then is complete reliance on the one hand of abol- 
ishing all tariffs and turning all the trade over to cartel-dominated 
international trade markets, or setting up purely what President 
Eisenhower called splendid isolationism where we do not try to sell 
anything or buy anything from the world at large. 

Through negotiated institutional devices like the International 
Wheat Agreement or the International Food Reserve, or the Inter- 
national Raw Materials Reserve or whatever other way that the 
different conflicting interests of producers and consumers in all of the 
different countries can be negotiated into an agreement that will 
allow things to operate for 3 or 4 years at a time like the International 
Wheat Agreement, that is the preferable way to approach this. 

If we want to ask consumers to pay the temporary costs involved at 
the grocery store we can do it with supply diversion support methods, 
and the type of tariff proposals that are involved in your bill. 

If, on the other hand, all of the people think it is best to pay the 
cost through the payments from the Treasury and collection of taxes, 
then you can do it with payments. 

But we feel that one or the other ought to be done, Senator. We 
just don’t throw the farmer out here to the wolves so that Ford can 
sell his machinery to France. 

Senator Munpr. You cannot have a protected market for industry 
and a free market for the farmer. 

Mr. Baker. Also it is the fellow that has butter in South Dakota 
to sell that feels a direct and immediate effect of the imports of 
butter from other places. He gets only a general and diffused and 
almost unseen advantage from John Baker in Arkansas being able to 
sell cotton. If I was both a South Dakota butter producer and an 
Arkansas cotton producer, I could see this a lot clearer, you see. 
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So I think you need to develop devices of one kind or another so 
that we can move on down the road accommodating our programs 
to the aspirations, needs, and attitudes of all the people. 

The CuarrMan. Are there any further questions? 

If not, I would like to run over briefly the program for the near 
future. 

Tomorrow, the Chairman of the United States Tariff Commission 
will come before the committee, and we expect that he will tell us the 
part which the Tariff Commission has played, is playing, or could play 
under section 22 of the Agricultural Adjustment Act 

On the next day, Thursday, we will have a long day, and we will 
call the hearing at 9:30 in the morning, because we have 12 people 
who wish to testify that day on exports and imports of grain. That 
is the greatest number that has asked to testify on any of the com- 
modity hearings. And all of the entries are not in yet. We are 
going to try to accommodate them all the very best that we can. 

We will ask them, since so many want to testifv on one subject, to 
hold their remarks down as much as possible and still get the story 
over. 


On the 24th, the cotton people four peop! have asked to testify 
on exports and imports of cotton. Probably they can handle that 
all right in one day. 

Then we go over to the 27th. That is next Monday And the 


committee has asked the United States Department of Agriculture 
to determine the procedures, restrictions, and the incentives of othe 
countries some people have the idea that the United States alone 
has trade barriers or subsidies for the different commodit 
1 think, after hearing the testimony of the Department of Agri 
culture people next Monday, they will arrive at a different conclusion 
Mr. Baker. Mr. Chairman, may I interrupt? 
The CHAIRMAN. Yes. 


Mr. Baker. In Formosa, there are 17 different official exchange 


Les 


rates between the Chinese dollar and the United States dollar. They 
are subsidizing sugar production over there, I think, by almost two 


and a half times. 

The CHarRMAN. I think this is going to be a very interesting hearing 
when we find what other countries are do ne in this field and the need 
for them as well as the United States to do something before we have 
a reasonably free trade among the peoples of the world. 


Then we interrupt these commodities hearings on the 28th to take 
up the bill which consolidates the appropriations for the Extension 
Service and revises the method of allocation among the States And 
then other hearings on this s ibjec t come on later But those are tl 
ones for the immediate future 

Senator Munpr. You recall I telephoned you last Saturday. TI 
woolmen are due May | on testimony of the general question of im- 


ports and exports and would like to keep their people here for May 2 
Saturday, if we would be willing, so that they could testify on the bil 


which some of us introduced on parity tariff—May 1 and May 
Would you let me know if that would be possible so we could ady 
them. 


The CHatrMan. I think we could let them testify on Saturday 
forenoon. 
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Senator Munpt. They simply have their people in from way out 
in the Middle West, and they want to present their testimony on 
that bill. And then we can go back to this again. 

The Cuarrman. As far as possible, we will try to make it convenient 
for witnesses, particularly those who come a long distance. 

Senator Munpr. If I could notify them that it would be possible, 
they could make their arrangements and plans accordingly. 

The Cuarrman. I think it would be possible for these people to 
come inon May 1. We have four witnesses for that morning. 

(Discussion off the record.) 

Senator Munpr. Will you notify Casey Jones that that has been 
arranged? 

The CuarrMan. I think there will be enough of us so that we can 
hear them at that time. 

Senator HickENLOooPER. I will be here. 

The CuarrmMan. The hearing is recessed until 10 o’clock tomorrow 
when the United States Tariff Commission Chairman will be here. 

(Whereupon, at 10:55 a. m., the hearing was recessed, to reconvene 
at 10 a. m., April 22, 1953.) 


Qa 
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WEDNESDAY, APRIL 22, 1953 


Unrrep STATES SENATE, 
CoMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, dD. C} 


The committee met, pursuant to call, at 10:20 a. m., in room 324, 
Senate Office Building, Washington, D. C., Senator George D. Aiken 
of Vermont presiding. 

Present: Senators Aiken (chairman), Hickenlooper, and Hoey. 

The Cuarrman. Mr. Brossard, will you take the seat at at the 
table, please. We will undoubtedly have other members of the com- 
mittee appear shortly. 

At the hearing this morning we have asked Edgar B. Brossard, 
Chairman of the Tariff Commission, to come before us and tell us 
the part that the Tariff commission has played, is playing, and could 
play in the matter of regulating imports particularly under section 22, 
so-called, and I believe you have a statement, Mr. Brossard which 
you will read, to which is attached some tables which we will insert 
in the record. 

And then members of the committee may have some questions 
that they would like to ask you. 

First of all, let me ask you: You are the Chairman of the Tariff 
Commission; and how long have you been in that office? How long 
have you been on the Tariff Commission? 

Mr. Brossarp. It will be 28 years in July (nd for about 2 years 
before that, I was an economist for the Commission 

The CHarrMAN. So you have really been with the Tariff Commission 
30 years? 

Mr. Brossarp. Yes, sir. 

The CuHarrMAN. And have seen a lot of changes in that 30 years 

Mr. Brossarp. Yes, sir. 

The CHarrRMAN. Both in tariffs and other things 

How long have you been Chairman? 

Mr. Brossarp. Well, I was Chairman for a while under President 
Hoover; and the I was appointed Chairman by President Eisenhower 
on the 5th of April. 

The CuHarRMAN. You waited 20 years to 

Mr. Brossarp. That is right. 

The CuHarrmMan. All right. Please proceed with your statement. 


get that old seat back. 


STATEMENT OF EDGAR B. BROSSARD, CHAIRMAN, UNITED 
STATES TARIFF COMMISSION 


Mr. Brossarp. Thank you. 

In making this statement I am speaking for the Tariff Commission. 
Before discussing the role of the Tariff Commission in the administra- 
tion of section 22 of the Agricultural Adjustment Act, I wish to make 
it clear that the question of whether the Tariff Commission or some other 
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agency should perform the investigational functions under section 22 
is one on which the Tariff Commsision takes no position. This is a 
matter of policy on which the Commission, as a fact-finding and 
research agency, refrains from taking a position. 

Section 22 of the Agricultural Adjustment Act, as amended, was 
originally enacted in 1935, as an addition to the Agricultural Adjust- 
ment Act of 1933. It has for its general purpose the safeguarding of 
agricultural programs of the Department of Agriculture against 
material interference from imports by the imposition of import fees 
or import quotas when found to be necessary to prevent such inter- 
ference. The statutory formula for operating under section 22 is as 
follows: 

When the Secretary of Agriculture believes that a commodity is 
being or is practically certain to be imported in such quantities and 
under such conditions as to render ineffective or materially interfere 
with an agricultural program under the jurisdiction of the Department 
of Agriculture, he submits his views to the President. If the President 
agrees with the Secretary of Agriculture he directs the Tariff Commis- 
sion to make an investigation to determine the facts and report back 
to him, If, after investigation (which must include a hearing after 
due notice to interested parties), the Tariff Commission determines 
that import restrictions under section 22 are necessary, It reports its 
findings and recommendations to the President. If the President is 
satisfied that import restrictions under section 22 are warranted, he 
is authorized by proclamation to impose import fees or import quotas, 
within prescribed limitations, upon the imported commodity in 
question. 

From the very outset Congress chose the Tariff Commission 
a factfinding agency whose activities are principally related to studies 
of the competitive impact of imports on domestic production—to 
determine the question of whether a need for import restrictions to 
protect domestic agricultural programs is necessary. 

The procedure outlined above, as enacted by the Congress, it is 
understood, has had the approval of the Department of Agriculture 
since section 22 was originally enacted, 

There has from time to time been a good deal of criticism of the 


Tariff Commission’s administration of section 22. The principal 
complaint has been of unwarranted delay in completing investigations. 
It has also been suggested that the Commission has not invoked sec- 


tion 22 as often as it should. I should like to take this opportunity 
to present the record of the Tariff Commission under section 22, and 
should be ple ased to have the Commission judged on that record. 

In the first place, I want to emphasize that the Commission cannot 
initiate section 22 investigations on its own motion or on application 
of any interested party. 

The law provides for Commission investigations under section 22 
only when the President directs the Commission to make such 
investigations. 

That is important. 

The CHAIRMAN. Can you tell us what the Tariff Commission does 
when it is not making section 22 investigations at the request of the 
President? 

Mr. Brossarp. Right now, we are very busy making section 22 
investigations, as you know. 
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The CHarrMAN. Are you not constantly investigating exports and 
imports and their effect on domestic eccnomy? 

Mr. Brossarp. Yes; under the general powers of the Commission 
and in escape-clause investigations and in other investigations. 

The Cuarrman, And what reason is there why you could not 
investigate those commodities for which protection is theoretically, 
at least, provided under section 22? 

Mr. Brossarp. We could do it as a part of our general work. We 
keep the statistical data on imports and exports up to date. Do you 
mean under section 22 on our own motion? 

The CHAIRMAN. Yes. 

Mr. Brossarp. Well, we do not make section 22 investigations on 
our own motion because the law does not give us any such authority. 

The CuarrmMan. Well, you can investigate exports and imports of, 
well, say, washing machines and clothespins—I know you do from 
time to time. 

Mr. Brossarp. Yes, under our general powers under section 332 
of the Tariff Act of 1930 or under the aerate law or some other 
special law like section 22 when requested by the President to do so. 

The CHarrMAN. But section 22 will prohibit your investigating the 
imports of, well, dairy products—that is a principal commodity im 
question, | believe. 

Mr. Brossarp. We would have no authority to do it on our own 
motion under section 22 at the present time. Section 22 authorizes us 
to investigate only when we are directed to do so by the President. 

The CHarrMan. But if you got out of work, you could do it 

Mr. Brossarp. Well, yes; we could investigate imports and exports 
under our general powers but not under section 22. To whom would 
we send our report if made under section 22 and what good would it do 
if the President had not ordered 

The CHairnMAN. You could send it to Congress. It might do some 
good. I know that that is not your business though. 

Mr. Brossarp. Any time you would ask us to make an investiga- 
tion, we would make one and report to you. But we do not know 
what you would do with it when you got it if it were made for purposes 
of section 22, because you would have to take it up some way with the 
President to get action under the section. . 

The Cuarrman. We would undoubtedly discuss it. 

Senator Horny. That is a safe statement. 

Mr. Brossarp. In the 18 years in which section 22 has been in 
effect, the President has directed the Tariff Commission to make 
6 investigations under this section: on cotton; on cotton products; on 
wheat and wheat flour; on tree nuts; on wool; and, just recently, a 
sort of omnibus investigation, covering butter, butter oil, 10 varieties 
of cheeses, malted milk, substitutes for milk or cream, dried whole 
milk, dried buttermilk, dried cream, dried skim milk, flaxseed, linseed 
oil, peanuts, peanut oil, tung nuts, and tung oil. While the latest 
investigation, is treated on the Commission’s docket as a single investi- 
gation, it actually is the equivalent of a number of investigations. 

The CuarrMan. Under what authority did the President increase 
the tariff on fig products last fall? 

Mr. Brossarp. That was under the escape clause, as | remember it. 

The Cuarrman. Of the Reciprocal Trade Agreements Act? 
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Mr. Brossarp. Yes. The authorization for us to make the investi- 
gation was contained in the Trade Agreements Extension Act of 1951. 

The CuarrmMan. And used the same authority in regulating the 
importation of almonds, as I recall it. 

Mr. Brossarp.« That is correct. In almonds, yes. I think that is 
right. 

That is right; almonds was under section 22. 

We have had several applications for almonds under that section. 

The CuarrmMan. You do not have almonds listed here. 

Mr. Brossarp. Not here. That is one of those we have done. 
Yes, it is listed under tree nuts. 

The CHarrMan. I see. 

Mr. Brossarp. Now as to the time element involved in making 
section 22 investigations. The first and second Tariff Commission 
investigations under section 22 of the Agricultural Adjustment Act 
related to the cotton program under the Soil Conservation and Domes- 
tic Allotment Act. 

The President, on July 26, 1939, directed that the Commission make 
this investigation, and the Commission initiated the investigation on 
the same day. Hearings were held, and on August 25, 1939—30 days 
after the President’s directive—the Commission’s report recommend- 
ing quantitative restrictions (annual quotas) on imports of cotton and 
cotton waste was sent to the President. 

Just prior to this investigation, the Secretary of Agriculture had 
announced an export subsidy on cotton which immediately resulted in 
lower cotton prices in foreign markets than in the United States, and 
the Tariff Commission found that quotas on imports were necessary 
to sustain the cotton program. 

The CHarRMAN. Would that subsidy on export cotton be con- 
sidered dumping? 

Mr. Brossarp. Well, that is a question that the Treasury decides. 
And it is out of our bailiwick a bit. We do not have anything to do 
with the administration of antidumping. 

The CuHarrMan. But at that time, the United States Government 
started disposing of cotton on the world market for less than the world 
market price which prevailed up to that time? 

Mr. Brossarp. And there was a subsidy on the export. That is 
right. 

Among other things, careful consideration was given by the Com- 
mission to the need of the domestic cotton-manufacturing industry for 
specialized types of imported cotton and the recommended quotas were 
not to be made applicable to harsh cotton of less than %-inch staple— 
a type not produced in the United States. 

Special provision was also made in the recommended quotas on 
spinnable cotton waste to insure supplies of cardstrips and comber 
waste made from cotton 1%» inches or longer staple, which were not 
produced in the United States in quantities sufficient to meet the 
demand. Restrictions on imports in accordance with the Commis- 
sion’s recommendations were proclaimed by the President on Septem- 
ber 20, 1939, less than 2 months from the date the President’s request 
for investigation was received. 

The Commission did not consider that its initial recommendations 
with respect to restrictions on imports of cotton and cotton waste 
concluded its investigation; the investigation was continued on the 
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Commission’s docket in order that, if future changes in the restrictions 
on imports were required, action might be taken promptly and without 
having to wait for a directive from the President, which would be the 
case if the investigation was terminated. 

The CnarrMANn. According to that, then, the President can issue an 
order in the midst of an investigation. 

Mr. Brossarp. Well, the President is not limited by any authority 
that we know of. He can issue an order in the middle of one or any 
time. 

The CHarrman. And you could report to him what you thought 
you were finding within a week after you ache ited the investigation. 
Could he act on that report? 

Mr. Brossarp. It would be entirely up to the President to do 
whatever he wanted to do about it, because he is the only person who 
has authority to act on it. 

The CHarrMAN. I see. Well, apparently that is what happened 
in this case. 

Mr. Brossarp. No. We made a report to him. 

The CHarrMan. On the initial phase of your investigation you made 
a prompt report, then? 

Mr. Brossarp. That is right. 

The CHarrMan. I see. All right. 

Mr. Brossarp. With the investigation left open, the Commission 
has made 11 supplemental investigations with respect to cotton and 
cotton waste in addition to the original investigation. 

The CHarrMAN. When was the last one made; do you know? 

Mr. Brossarp. It is in the table on the back of this report. June 
19,1951, was the date our report went to the President. The investi- 
gation was ordered on May 28, 1951, and the hearing was held begin- 
ning June 13, 1951. 

The CuarrMan. Then, the President has, over a 13-year period, had 
the power to act under a single investigation order? 

Mr. Brossarp. That is right. Upon the report of the Tariff Com- 
mission of changing conditions which warranted such action. 

As a result of these investigations, the quantitative limitations on 
the varieties of imports of cotton and cotton waste have been modified, 
temporary increases in the volume of permitted imports of certain 
classes of cotton have been provided for, and various changes have been 
made in the administration of the quantitative controls of imports. 

The supplemental cotton investigations were initiated as a result of 
information that had come to the attention of the Commission in 
various ways. The nature of the information leading to the ordering 
of the supplemental investigations makes it difficult to identify with 
exactness the date of the receipt of suc h information by the Commission. 

However, as is the Commission’s policy, prompt response to the 
situation in each instance was the rule. I have attached to my state- 
ment a table which does show the time which elapsed between the 
Commission’s ordering of these supplemental investigations and sub- 
sequent reports of the Commission. The table contains similar 
information covering all the Commission’s investigations under section 
29 

The CuarrMAN. You have been here 30 years, Mr. Brossard. That 
was long before we had a section 22 that you started? 

Mr. Brossarp. Yes, sir. 
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The CHarrman. And do you recall the time that section was 
approved? What was the reason for requiring Presidential approval 
of an investigation? What reason was given at that time for requiring 
the President to make that approval? 

Mr. Brossarp. Well, the President is the person who has always 
had the authority to take action. He is the one who has been given 
the authority under the so-called flexible provisions, for example, to 
change rates of duty in the former administrations. 

The Tariff Commission’s role in all of those investigations was to 
find the facts and report those to the President. And the President 
is the person in whom rests the authority to make the changes. At no 
time has the Tariff Commission been given authority to make any of 
these changes. 

The CuarrMan. I was wondering why in the case of these particular 
commodities on which we had support programs the President alone 
was authorized to order the investigation made. 

Mr. Brossarp. Well, I think that was just a question of congres- 
sional policy. That is the way they made the law read. 

Now, I do not know exactly what was in the mind of the men who 
passed the law, but it seems to me that they did it because the Presi- 
dent is the one person who had had the authority; and they trusted 
the President to administer it in a way that would be effective and 
in accordance with the policy which the Congress had laid down. 

The CHarrMan. Did this provision not give the President tremen- 
dous control over our agricultural prosperity? 

Mr. Brossarp. Yes. 

The CHarrMan. Or lack of it? 

Mr. Brossarp. Yes. 

The Cuarrman. And is not this requirement of the Presidential 
approval the cause for the delays which have occurred in the adminis- 
tration of section 22? 

Mr. Brossarp. Well, that I do not know about. I do not know 
how many of these investigations the Secretary of Agriculture might 
have requested the President to order which the President did not 
order. I have no information on that. But the Secretary of Agri- 
culture might tell you that. 

The CuarrmMan. If the President alone had the right to order these 
tariff investigations and to issue regulations relating to imports of 
particular commodities, and those imports were depressing domestic 
farm prices, would not that have the tendency to make the pro- 
ducers of those particular commodities more dependent upon support 
programs of government for a living income? 

Mr. Brossarp. Well, if under these price-support programs the 
prices in the United States were maintained higher than world prices, 
that would act as a kind of a siphon to bring in products from all over 
the world into the United States. 

And, of course, in order to protect those programs, Congress, I 
think, wisely provided that there should be some limitation of imports 
because the United States could not possibly subsidize all the world 
production of those products. 

The CuarrmMan. But failure to use that right to limit imports 
would have the effect of making the American producer dependent 
upon Government supports for his income? 
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Mr. Brossarp. To the extent that the imports would come in or to 
the extent that the price-support programs in this country were made 
dependent upon the limitation of imports, that would be absolutely 
true. 

The CuarrmMan. And by regulating imports, permitting the im- 
ports of sufficient quantities, the President could always make sure 
that the American farmer was dependent upon the support program 
for a living income, could he not? 

Mr. Brossarp. Well, of course, the programs of the Department 
of Agriculture are first determined by Congress—it provides for the 
products that may be put under the support programs. And when 
they are put under the support programs, then, naturally, they had 
to provide for some mechanism to regulate imports 

Senator Hoey. Who directs the investigations to be made under 
the laws other than law 22? 

Now, the President directs the Commission to make an investiga- 
tion under law 22. Now, suppose some investigation was made in 
other fields; who directs that to be done? 

Mr. Brossarp. Well, under the escape clause, as provided in the 
Trade Agreements Extension act of 1951, any interested party who feels 
that they have a case to make under the escape clause, if they file 
their application in accordance with the rules laid down, the Tariff 
Commission must make the investigation so that we make the inves- 
tigations when, as, and if, an interested party makes an application. 

Senator Hory. In other words, the investigations for other items 
do not have to be ordered and directed by the President? 

Mr. Brossarp. In most of the other provisions of law under which 


we operate, the Tariff Commission itself is authorized to make in- 
vestigations, order the investigations, upon its own motion. 

And also it is required to make investigations upon the request of 
either House of Congress or in some instances upon the request of 


either the Ways and Means Committee of the House or the Finance 
Committee of the Senate or the President 

Senator Hory. And then the individual himself can file an appli- 
cation? 

Mr. Brossarp. Yes. 

Senator Horny. And set forth the facts and if the Commission thinks 
the facts warrant it, they can order an investigation? 

Mr. Brossarp. Yes. 

The Cuatrman. Mr. Brossard, you have stated that it was a 
letter from the President July 26, 1939 ordering the investigation 
on cotton that got that investigation underway; and that investiga- 
tion on cotton is still being kept open 

Does the fact that that investigation has been kept open and now 
has been going on for 13 years preclude the Secretary of Agriculture 
from making any further recommendations in respect to cotton? 

Mr. Brossarp. No. 

The Secretary of Agriculture can make any recommendations under 
the program which he sees fit to protect those programs. 

The CHarrman. He can make new recommendations in the midst 
of an investigation? 

Mr. Brossarp. Surely. 

The CuarrmMan. And that would also be true 
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Mr. Brossarp. And the President can order us to make another 
investigation any time he desires to do so. 

The CuHatrmMan. And then the Secretary of Agriculture is not 
deprived of any of his initiative by reason of keeping an investigation 
of a particular commodity open over 2 number of years? 

Mr. Brossarp. I would not think so. It does not seem to me 
that the law provides any such restriction. 

The CuHarrMan. I would not think it was so intended anyway. 

Mr. Brossarp. No. 

The third investigation which the President ordered the Com- 
mission to make under section 22 was on wheat and wheat products. 
The President directed the institution of the investigation on Decem- 
ber 13, 1939, and the Commission ordered the investigation on the 
following day, December 14, 1939. 

Public hearings were held in this matter on January 4 and February 
12, 1940. The investigation showed that the excess of the United 
States price of wheat over the Canadian price was considerably less 
than the then-existing import duty of 42 cents per bushel. Under 
this set of facts, there was obviously no basis for action at that time 
under section 22, because the 42 cents duty kept the wheat out of 
itself without any further restriction. 

secause the future course of prices was uncertain, the Commission 
decided to hold the investigation in abeyance ‘e and watch future de- 
velopments. By thus continuing the investigation the Commission 
would be able, if the situation were to change in the future so as to 
warrant it, to recommend action to the President without the delay 
which would otherwise be incident to the institution of a new investiga- 
tion and the holding of another public hearing. 

In the early spring of 1941 the price difference between United 
States and Canadian wheat began to widen. By mid-May the margin 
approached the 42-cent duty and a large increase in imports appeared 
probable. The Tariff Commission, on May 19, 1941, recommended 
that import quotas were necessary to prevent imports of wheat and 
wheat flour from materially interfering with the wheat program under 
the Soil Conservation and Domestic Allotment Act. The President 
followed the Commission’s recommendation and put the quotas into 
effect on May 29, 1941, in ample time to prevent imports of wheat and 
wheat flour from ente ring in such volume as to interfere materially 
with the wheat program. 

These quotas have at all times remained in effect since their imposi- 
tion with respect to nongovernmental imports. In 1943 the quotas 
were suspended with respect to imports by the War Food Adminis- 
trator. 

The fourth investigation by the Tariff Commission under section 
22 was directed by the President, and ordered by the Commission, on 
April 13, 1950. ‘This investigation had to do with the effect of imports 
of certain tree nuts on tree-nut programs of the Department of 
Agriculture. 

A hearing was set for May 16, 1950. However, after considering 
a written request from the domestic producers of almonds, wi alnuts, 
and filberts, and the circumstances involved, the Commission post- 
poned the hearing until June 27, 1950. 

After the hearings were held, a subsequent stage of the investigation 
revealed that there would not be available prior to October 15, 1950, 
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sufliciently accurate estimates of American production of tree nuts to 
permit a determination to be made of the quantity of the various types 
of tree nuts which could be permitted to be imported without inter- 
fering with the Department’s programs. 

This was particularly true since the Secretary of Agriculture, during 
the period between September 15 and October 15, would make his 
final determinations under the programs then in operation as to the 
restrictions actually to be applied on the marketing of American- 
grown tree nuts and the allocations of these tree nuts between the 
unshelled and shelled markets. 

Further, when the hearing was held, no marketing acreement had 
been made on almonds and it was anticipated that such an agreement 
would not be made until mid-September. All parties concerned, 
including the Department of Agriculture, recognized the advisability 
of deferring a decision until these necessary data were available. 

In regard to this point, the brief of the domestic growers of tree nuts 
specifically requested that (I quote) the Tariff Commission attempt to 
reach a final conclusion and make a report to the President not earliet 
than September 15, 1950, and not later than October 15. 1950 (end of 
quote) 

Thus, after the hearing and the receipt of briefs, the Commission 
analyzed the facts obtained in the Investigation and the questions 
involved. Simultane ously, it followed clos ly cd velop! lenits re carding 
orders and regulations of the Department of Agriculture under the 
marketing agreements and under section 32, Public Law 320, 74th 


nh 
l 
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Congress, as amended regarding the size of the 1950 fall crop ¢ f tree 
nuts in both the United States and in for countries, and also such 
related matters as volume of demand and d of pl S 

The information referred to above first became available in the fall 


of 1950, and it was 
vailing no action wi 
ranted, and the Commission submitted an interim report to the Presi- 
dent to this effect on November 24, 1950 Because of the uncertain- 


1 


ties with respect to the course of imports over the year following, thi 


then apparent that under the conditions then pre- 
tl 


i respect to imports under section 22 was war- 


Commission again adopted the policy of continuing the investigation 
so that any future developments requiring the imposition of restrictions 
on imports could be handled with aispat« h. 

The Washington representatives of the domestic growers advised 
the Commission that this decision was in no way at variance with the 
wishes of the domestic growers. The then Acting Secretary of Agri- 
culture wrote to the Commission stating that the Commission’s report 
and findings were in agreement with the views of the Department of 
Agriculture. 

The Commission continued to follow the course of imports and 
domestic production of tree nuts. In February of 1950 a request was 
made by the California Almond Growers Exchange that the investi- 
gation be reopened with a view to determining whether or not imports 
of almonds were in such volume and of such a character as to require 
restrictions under section 22. After study of the current situation, 
the Commission decided, in April 1951, that no action was warranted 
at that time. 

On November 28, 1951, the Commission made a report to the 
President. which dealt with the question of interference by imports of 
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tree nuts with domestic tree-nut programs of the Department of 
Agriculture in operation for the 1951-52 crop year. 

In this report the Commission recommended the imposition of an 
import fee on shelled almonds but found no action under section 22 
was required with respect to any of the other tree nuts involved. 
The Commission again advised the President that it was continuing 
the investigation and would continue to watch future developments 
in the matter of tree nuts. The President accepted and proclaimed 
the Commission’s recommended import fee on shelled almonds. 

The Cuarrman. When was that proclamation made? Have you 
vot the date in regard to shelled almonds? 

Mr. Brossarp. The report went to the President—the first report 
on tree nuts—November 24, 1950. The next one November 28, 
1951. And the supplemental one September 25, 1952. 

The CHarrmMan. And when was the proclamation of quotas made? 

Mr. Brossarp. It was shortly after—I have those figures 

The CHarrmMan. It was made in October 1952, was it not, as I 
remember. 

Mr. Brossarp. Do you know, Mr. Kaplowitz* 

Mr. Kartowrrz. We do not have the exact date. 

The CHarrman. What I was wondering: In your report of Novem- 
ber 28, 1951, the Commission recommended the imposition of an 
import fee on shelled almonds. And in October 1952, the President 
issued his proclamation; is that correct? 

Mr. Kaptowitz. No. There were two 

The CuatrrmMan. That is what I was trying to find out—whether a 
whole year elapsed. 

Mr. Brossarp. No. 

Mr. Kaptowrrz. The recommendation for a fee was for the 1951-52 
vear—and then a year later we made a recommendation for the fol- 
lowing year. That was also proclaimed by the President. 

The CHatrmMan. | was wondering how long after November 28, 
1951, did the President proclaim the import fee on the shelled almonds. 

Mr. Brossarp. It was very soon after. 

The CHarRMAN. It was? 

Mr. Brossarp. Yes. I do not have the exact date; but it was 
2 weeks, a month, or something of that kind. 

Mr. Paul Kaplowitz is the gentleman who responded to your 
question. He is the General Counsel of the Tariff Commission. 

The CuarrMan. Then the President issued a proclamation in early 
winter or late fall of 1951. 

Mr. Brossarp. Yes, sir. 

The CuarrmMan. And how long did that hold? 

Mr. Kapiowirz. That fee was for that year, to cover that crop 
year. 

The Cuarrman. Then in 1952, you went through the process again? 

Mr. Kaptowirtz. That is right. 

The Cuarrman. And as I recall it in October 1952, the President 
issued another proclamation. 

Mr. Brossarp. That is right. 

The CuarrMan. Increasing the tariff rate, as I recall it, on almonds. 

Mr. Brossarp. Yes, sir. 

And, at that time, he did not accept the Commission’s report on 
filberts, you remember. That I will probably come to. 
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The CHatrRMAN. I simply wanted to clear up the matter as to 
whether the President waited a year after getting your report before 
imposing import fees or not. ; 

Mr. Brossarp. No. The President has acted on these investiga- 
tions very promptly after receiving our report. 

The CHarrRMAN. That is, he has either accepted or rejected your 
recommendation? 

Mr. BROSSARD. He has either accepted or rejected it > yes. 

The report rel: ating to the need for import restrictions under section 
22 during the 1952-53 crop year was sent to the President on Septem- 
ber 25, 1952. Again in this report, the Commission recommended 
an import fee on shelled almonds, and in addition an absolute quota 
on imports of shelled filberts was recommended. 

The President accepted and proclaimed the Commission’s recom- 
mendation with respect to shelled almonds, but rejected the recom- 
mendation with respect to filberts 

Thus the Commission, since 1950, when first directed to do so by 
the President, has annually inquired into the need for import restric- 
tions on tree nuts under section 22 to protect domestic tree-nut pro- 
grams of the Department of Agriculture in operation for each crop 
vear. The investigation still continues, and another report will be 
made to the President in the fall with respect to the need for import 
restrictions on tree nuts under section 22 for the 1953-54 crop year. 

That has been the procedure, may I interpolate there, because the 
Department of Ppa act has a tree-nut program which is on a 
crop-year basis. And they may change the program each succeeding 
year. 

Consequently, the matter has to be reviewed each year in order to 
keep current with what the facts are and what the program is to see 
whether or not imports might interfer with that program. 

The fifth investigation under section 22 was directed by the Presi- 
dent, and institute d by the Commission, on Se pte mber 2, 1952. This 
investigation was for the purpose of determining whether wool or wool 
tops are being or are practically certain to be imported under such 
conditions and in such quantities as to render or tend to render 
ineffective, or materially interfere with, the wool price support pro- 
gram undertaken by the Department of Agriculture pursuant to see- 
tion 201 of the Agricultural Act of 1949. 

Public hearings in this matter were completed by the Commission 
on October 1, 1952. Findings in this investigation have not as yet 
been made, for reasons which I believe it would-not be in the public 
interest to disclose. I wish to assure you, however, that the Com- 
mission’s delay in making its findings in this case is not necessarily 
prejudicial to the public interest. 

The sixth investigation under section 22 was ordered by the Presi- 
dent on April 8, 1953, and instituted by the Commission on April 10, 
1953. This investigation covers butter, butter oil, various cheeses, 
certain other diary products, flaxseed, linseed oil, peanuts, tung nuts, 
peanut oil, and tung oil. Imports of the articles which are the subject 
of this investigation are presently restricted by Defense Food Order 3, 
which was issued pursuant to determinations of the Secretary of 
Agriculture made under section 104 of the Defense Production Act of 
1950, as amended. 
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Section 104 will expire on June 30, 1953. The Commission has 
ordered hearings in this investigation to be held on May 4 and May 7, 
1953. The President has indicated that it would be desirable to have 
a report in this investigation by June 1, 1953, and the Commission 
will make every effort to comply with the President’s wishes. 

Any questions asked by members of the committee I shall answer 
on my own responsibility, as, of course, I cannot speak for the Com- 
mission on such answers. 

That concludes my statement, Mr. Chairman. And I think it 
would be advisable to insert this table in the record as you suggested. 

The Cuarrman. Without objection that will be done. 


Ty estigations un ler sec. 22 of the lg icultural Adjustment Act. as amended 








e Letter Investi ‘ I Ss 
Artic) Presid rder Date of hea Presid 
Wheat and wheat product Dee, 13, 1939 Dee. 14, 1939 Jan. 4, Feb. 12, 1940 May 19, 1941 
Cott snd cotton wast July 26,1939 | July 26,1939 | Aug. 14-16, 1939 Aug. 25, 1939 
Cot hav { le of ig Dec 4, 194 Dee. 11, 194( D 13, 1940 
cl or 1 le tl 
{ t W ter ] 
Cotton sa l \ N l ) Is 10, 1941 Felt 194 
Cankcon a 
I ple lobal May 12, 1942 June 10, 1942 
ju is 
Short harsh cotton quot ept. 17, 104 Oct. 14, 15, 194 Dec 1, 1946 
Lo taple cotton—modif Jan. 23, 1947 Fet 18, 1947 Apr. 21, 1947 
ca I juotas 
Cotton havi i staple of 144 Jar 15, 1948 Feb. 17, 18, 1948 May 14, 1948-July 
inches or more 14, 1948—Suppl.3 
( ga f1% June 9,1949 | July 7, 1949 Aug. 11, 1949 
+} 
1 
cotton—sup June 30,1950 July 18, 1950 Aug. 14, 1950 
| uota 
Extra-long-staple cotton Sept. 20,1950 | Sept. 29, 1950 Oct. 5, 1950 
upplemental quota 
Extra-long-staple cotton Nov. 29,1950 | Dee. 11, 1950 ‘ 
supplemental quota 
Harsh or rough cotton—sup May 28, 1951 June 13, 1951. June 19, 1951 
plemental quota } 
\ ) 
Edible tree nuts Apr. 13,1950 | Apr. 13,1950 | June 27, 28, 1950 tNow = — 
Edible tree nuts (supplemental June 19,1952 | July 28, 29, 30, | Sept. 25, 1952 
1952 
Woo! and wool tops Sept. 2,1952 | Sept. 2,1952 | Sept. 29, 30, Oct 
1, 1952 
Certain dairy at ther products Apr. 8,1953 | Apr. 10,1953 | May 4, 7, 1953 
On Jan, 25, 1940 the President directed that the scope of the investigation be extended in accordance 
with adendment to section 22 The investigation was extended on Jan, 26, 1940. 


2 There were other later steps in this investigation and supplemental reports were sent to the President 
n , 1943 

ons » request of President July 8, 1948, asking that the Commission reconsider its findings 
in light of changes in situation. The President also asked that an allocation procedure be set up. 


4 Investigation was terminated Jan. 24, 1951. No report to President 
§ This was an interim report 





The CuatrmMan. This Commission sometimes receives and likes to 
receive personal opinions as well as official opinions, Mr. Brossard. 

Do you have any questions, Senator Hickenlooper? 

Senator H1ickeENLooper. | have no question. 

The CuarrRMAN. Senator Hoey has gone out. 

I think a statement on page 10 is rather interesting where you speak 
of the investigation of the importation of wool and wool tops. 

And you say ‘‘Public hearings in this matter were completed by the 
Commission on October 1, 1952. Findings in this investigation have 
not as vet been made for reasons which I believe it would not be in 
the public interest to disclose. 
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“T wish to assure you, however, that the Commission’s delay in 
making its findings in this case is not necessarily prejudicial to the 
public interest.” 

You know, members of this committee are human beings too, and 
we get very, very curious at times. Couldn’t you elaborate a little 
bit on that statement, either as an individual—perhaps as an indi- 
vidual—if not officially? 

Mr. Brossarp. Well, may I say that it seems to me that in a matter 
like that which is pending before the Tariff Commission, and on which 
we have to pass judgment some time or other, more or less as a court 
of last resort, because our facts are final and go to the President, that 
it would be—personally I think it would be inadvisable for me to 
disclose at a public hearing of this kind what my views are. They may 
be different after we get to the final making ol that report 

And to discuss it now is like discussing a case before the court or 
the jury before the verdict is out, it seems to me. 

The CHArRMAN. You do realize, however, that, I believe a week 
from tomorrow, Commodity Credit Corporation will probably fore- 
close on and take possession of a hundred million pounds of domestic 
wool, or roughly that? 

Mr. Brossarp. Yes. 

The Cuarrman. For the reason that it appears to be unsalable in 
competition with what we understand to be subsidized wool imports 
from other countries? 

Mr. Brossarp. Those facts have all been laid before the Commis- 
sion, as they have been developed both by the Department of Aori- 
culture in the hearings and by the industry on both sides of that 
question. 

The CHArrMAN. Does the State Department object to your making 
this report? 

Mr. Brossarp. I don’t know. 

The Cuarrman. You do not know whether they have raised any 
objection or not? 

Mr. Brossarp. No, sir; I do not 

The CHarrRMAN, Did the White House request any delay in making 
it? 

Mr. Brossarp. No, sir. 

The CHarrMAN. Do you have any questions, Senator Hickenlooper? 

Mr. BrossArp. As far as I know, the matter is entirely in the hands 
of the Tariff Commission. 

The CuarrMan. Senator Hickenlooper is a lawyer; and I am sure 
his questioning at times is better than the chairman’s. 

Senator HickeNLooper. I think the chairman is very superior in 
his ability to ask pertinent questions. 

I was just wondering, Mr. Chairman: This human curiosity you 
spoke about, we might talk about it in executive session if it is con- 
sidered not in the public interest to discuss it in public session. 

The CHarrMan. Would the Chairman of the Tariff Commission 
feel more at liberty to discuss the matter in executive session? 

Mr. Brossarp. Well, of course, it would be much more des rable 
to do it there than it would be in a public session. But it is a question 
of policy, I think. You understand the situation. 

The CHarrMan. What kind of policy? 
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Mr. Brossarp. I have four colleagues over at the Tariff Commis- 
sion; and I hope to have another one pretty soon. And I could not 
speak for the Commission in a matter of that kind. Personally [ have 
not any objection to expressing my view or my opinion. It is a 
matter of whether it is advisable to do so. 

The CuHarrMan. Personally you would not object to it? 

Mr. Brossarp. I think it just is not good public policy to do it in a 
public hearing of this kind. I really think that. 

Senator HickENLOoPER. Well, of course, manifestly, public hearings 
were completed by the Commission in this matter on October 1, 1952. 
There seems to have been speed in making other decisions. There 
seems to be reasons why the decision is held in abeyance in this matter. 
I would not want to press Mr. Brossard in a public hearing to say 
anything that he thought was not in the public interest to make 
public. 

But I think at least the chairman ought to talk to him about this 
and see whether he thinks we ought to go into it further. 

The CHarrMan. Well, of course, there are a good many people 
interested in this hearing, particularly the wool industry of the 
United States. 

Senator HicKENLOoPER. Yes. You have this foreclosure business 
coming up shortly in the wool industry. 

The CHarrMAN. And certainly the fact that the American crop of 
wool is not salable because of the imports at what we understand to 
be subsidized prices brings this matter pretty thoroughly within the 
scope of section 22, if not other provisions of law. 

And | doubt if the American wool grower gets much satisfaction 
from raising or producing wool for the Commodity Credit Corporation. 
I think he would rather be able to sell it and get a price for it. I can 
understand the chairman’s reluctance to discuss on his own initiative 
this matter in a public hearing. However, undoubtedly the reasons 
for withholding the report would be of public interest, both here and 
maybe elsewhere. 

You have brought out something this morning, Mr. Brossard, 
which we had not heard before. ‘That is that the hearing ordered by 
President Roosevelt ordered in 1939 is still going on, and the President 
can take action at any time that you give him a supplementary report 
on the situation. 

If he could do that in the case of cotton, he could undoubtedly do 
it in the case of other commodities as well. 

Mr. Brossarp. That is right. 

The CHarrMan. The other matter which you brought out was the 
fact that the Secretary of Agriculture asked for an investigation and 
possible action in the case of the nut crop which is an annual crop and 
if and when supported would be supported probably out of section 
32 funds. 

Mr. Brossarp. Yes. 

The CHarrMaAn. It is not a required support program; it is an 
optional one? 

Mr. Brossarp. It is an authorized one under the Agricultural Ad- 
justment Act of 1933, as amended. 

The CuHarrMaNn. It is an authorized support program? 

Well, if the Secretary of Agriculture asked for an investigation on 
figs or apples or any other perishable commodity that is supported 
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principally out of section 32 funds, would that be a continuing investi- 
gation from year to year until the request of the Secretary of Agri- 
culture of the President’s directive to you is rescinded? 

Mr. Brossarp. | think it would depend to a large extent upon the 
character of the Department of Agriculture’s control program. If 
they were from vear to year and changed from vear to vear, then, of 
course, the results would be different from vear to year, and we would 
have to review the matter each year 

lf the program was a continuing program that did not have any 
change, then it might be easy to continue it without reviewing each 
vear. 

The CHarIRMAN. Now, you have been asked to investi 
situation as regards dairy products. 

Mr. Brossarpb. Yes 

The CHAIRMAN. Do you expect to have that a continuing investi- 
gation or terminate it when you report to the President sometime 
next month, would you say? 

Mr. Brossarp. Well, [ don’t know what the Commission may 
decide to do with respect to those programs 

It seems to me that some of those programs, if they are continuing 
permanent programs, we might make a recommendation and then 
make a review of it each year to see if it is still warranted and if there 
is some other change warranted 

The CaarrmMan. The support of dairy products is mandatory— it is 
a mandatory program, but at varying support levels. 

Mr. Brossarp. Yes. 

The CuarrMan. In that respect, it is different from cotton. 

Mr. Brossarp. Yes. 

The CHAIRMAN. At the present time? 

Mr. Brossarp. Yes. 

The CHarrMAN. But you could hold that open, the hearing on 
dairy products, so that the President could take almost immediate 
action at any time? 

Mr. Brossarp. Well, may I ask our legal counsel to express an 
opinion about that. That is a question we have not decided yet, but 
he is our legal adviser 

Mr. Kaptowrrz. The continuing nature of investigations under 
section 22 arises in part out of the provisions of section 22 that if we 
once recommend action and the President proclaims a restriction, then 
that restriction remains in force until modified or suspended or termi- 
nated after the Commission has advised the President, after another 
investigation 

The CHarrMan. Is it another investigation or another chapter of 
the same investigation? 

Mr. Kaptowrrz. Well, actually the statute in effect makes it a 
continuing investigation, once the President imposes a restriction, the 
law contemplates that we keep the matter under review so as to be 
able to advise the President, for example, that the quota that we 
recommended originally should be reduced or should be increased. So 
that each time action is taken under section 22, the law itself requires 


vate the 


a continuing review of what has been done or needs to be done in the 
future. 

On the first report on the tree-nut case, no recommendation was 
made to the President. The Commission could have terminated the 
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whole thing right then and there; or it could, as it did, decide that it 
would hold the investigation open and report in the future. It might 
not necessarily be next ‘year; it may be that within 2 months, the 
situation might so change as to warrant a recommendation to the 
President for action. 

So, where we make no recommendation in the first instance, the 
Commission could terminate its investigation or it could keep it open. 
merely hold it in abeyance and say: We will report to the President as 
and when we find it to be necessary. Where the Commission makes an 
initial recommendation, once an action has been taken by the Presi- 
dent, then we have to keep that matter under review, under the law. 

The CHarrMan. It is quite obvious that section 22 has not been 
overworked; that you had 6 requests from the President to make 
investigations in 18 years. That is an average of once every 3 years. 

And I note that you were requested on April 8 this year by 
President Eisenhower to make an investigation in the matter of the 
case of fats and oil. Is this the first time that you have been requested 
to take action at all or prepare for any action in the matter of dairy 
products? 

Mr. Brossarp. No. We had one other action on blue mold cheese 
which was under, however, an escape clause. 

But this is the first time requests have come to us for investigations 
of ay products under section 22. 

The CuarrMan. Well, when were you requested to make the 
investigation in regard to blue mold cheese under the escape clause? 
Or can you tell us what else you have done in the matter of farm 
support programs under the escape clause? 

Mr. Brossarp. Well, in blue mold cheese, that was under the 
escape clause. 

You mean with respect to dairy products or other products? 

The CHarrMAN. Yes. Other argicultural products for which we 
have support programs, either optional or mandatory programs. 

Mr. Kaptowirz. Well, Mr. Chairman, the only legislation where 
the agricultural programs are directly an issue, that is, as to whether 
they require protection, is section 22. That is a statute specifically 
to protect programs of the Department of Agriculture; and that is 
the direction of our inquiry. 

Now, we have other provisions; mainly, the escape-clause provision, 
which is a matter of determinirg whether increased protection to 
domestic industry is required by reason of increased imports of a trade- 
agreement item or causing threatening serious injury. 

Now, in that case there may or may not be an agricultural program 
involved on the product; as, for example, in the case of blue-mold 
cheese. 

The CHarrMan. When was that investigation made? 

Mr. Brossarp. Last year. 1952 

Mr. P. W. Gares. The request was made October 5, 1949, and that 
was pending when the new bill came up. 

The CHArRMAN. Who requested the investigation at that time? 

Mr. Brossarp. I think the producers of cheese—Wisconsin and 
Minnesota. 

The Chairman. The Department of Agriculture did not? 
Mr. Brossarp. No. It came from the industry. 
The CuarrMan. And the President did not? 
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Mr. Brossarp. That is right. 

The CHatrRMAN. Are there any other provisions of law that you 
know of where you would come into the picture looking to the regula- 
tion of imports? You do not come into the picture in regard to the 


dumping of foreign commodities except under either the escape clause 


or section 22? 
Mr. Brossarp. That is right. The Treasury administers the anti- 


dumping laws. 

The CuHairMAN. You mean the Treasury is authorized toadminister. 

Mr. Brossarp. The Treasury is authorized to administer the anti- 
dumping and countervailing duty laws. 

The CHarrMAN. Have you further questions, Senator Hickenlooper? 

Senator HickKENLOOPER. No 

The CHarrMan. The Chair is not going to take the responsibility 
for going into the reason for not making the report on the importation 
of wool at this time. If the committee decides it wants to find out 
more about that, we will let you know. 

Senator HickENLOooprER. I think we ought to make a few judicious 
inquiries along that line, perhaps in executive session. 

The CHAarRMAN. It is possible that some of the other members of the 
committee may be like-minded. But we will let you know. 

Senator HickENLOoPER. I| will suggest that maybe they be fore- 
warned that the committee might want to discuss this 

Mr. Brossarp. Thank you very much. 

The CuarrmMan. Before we recess, I want to say that tomorrow we 
will have to start the hearing at 9:30, because it is on the specific 
matter of exports and imports of grains; and we have a great number 
of witnesses who wish to be heard. For the first time, we will probably 
have to restrict the time for each witness. 

Senator HickENLoopPER. I would hope, Mr. Chairman, that by 
some legerdemain, you could negotiate with the chairman of the 
Foreign Relations Committee and also the chairman of the Appropria- 
tions Committee. I have all three of them on this morning. 

The CHarrMan. I have two others, too. 

Senator HickENLoopeER. I have to go to another meeting if I can 
for the next half hour. 

The CuHarrMan. I have frankly almost forgotten that I am on any 
other committees. 

It would take some legerdemain to hear all of these witnesses who 
want to be heard tomorrow before noon; but we will do the best we 
can. 

We will hear all of the witnesses tomorrow that we can. 

The meeting is recessed until 9:30 tomorrow morning. 

(Whereupon at 11:15, the hearing was adjourned, to reconvene at 
9:30 a. m., April 23, 1953.) 
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MONDAY, APRIL 27, 1953 


Unirep STATES SENATE 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, De 


The committee met, pursuant to adjournment, at 10:10 a. m., in 


room 324, Senate Office Building, Washineton, D. C., Senator 
George D. Aiken of Vermont, presiding 

Present: Senators Aiken (chairman), Hoey, and Johnston 

The CHarrMAN. The committee will come to order. We are con- 
tinuing the hearings on agricultural exports and imports and their 
effect on our farm programs. We are all familiar with the common 


gossip going around the country to the effect that the United States 
is restricting a lot of foreign trade imports and exports; and some 
folks might be justified in getting the idea we were the only country 
in the world that has restrictive trade barriers. That of course is 
not true. 

So we have asked the Department of Agriculture, through the 
Foreign Agricultural Service, to study into some of the practices of 
other countries which have the effect of restricting international trade 
in farm commodities, and in some cases results in dumping of unwanted 
commodities on nations where there is a better market than there is 
in the world market as a whole. 

The first witness this morning will be Mr. Robert B. Schwenger. I 
do not know just what your title is, but you are here representing the 
Foreign Agricultural Service of the United States Department of 
Agriculture. 1 take it that you are one of their experts. 

You have a prepared statement which I have already gone over and 
find very interesting, and I am sure that other members of the com- 
mittee will find it interesting; also people who read this report will 
find it to their advantage because it will give them a better understand- 
ing of the practices which prevail in other countries. 

Will you proceed, Mr. Schwenger. 


STATEMENT OF ROBERT B. SCHWENGER, CHIEF, REGIONAL 
INVESTIGATIONS BRANCH, FOREIGN AGRICULTURAL SERVICE, 
UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Scowencer. Mr. Chairman and members of the committee: 
My title, I notice, is not mentioned here. I am the Chief of the 
Regional Investigations Branch of the Foreign Agricultural Service, 
and I have had the assistance of the staff of that branch in preparing 
this statement. 

The actions of foreign governments designed to influence trade 
present a very complicated and constantly changing picture. I will 
try to mention some typical arrangements and devices and to sketch 
the situation in some key parts of the world. 
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THREE GROUPS OF COUNTRIES 





Perhaps it would be well to begin by mentioning the division of the 
free world inte what may be referred to as soft-currency countries and e 
dollar countries. The soft-currency area is the larger of the two as e 
concerns beth number of countries and the value of our agricultural ae 
export trade which they take. 


A distinguishing characteristic of these countries is that. under i 
present trade arrangements, their governments must make a positive F 
decision in favor of any import from the United States before business 
arrangements for the sale and importation can be completed. Dollar 
countries allow importation from the United States to go ahead as a 
business transaction within established rules, charges, and limitations. i 
very much as we do in the United States, for the most part, for our j 
imports from the rest of the world. No positive prior decision of the ta 
government is required except for specified commodities under 
special quotas. ; 

There are a number of marginal countries from this point of view. -a 


Switzerland, for example, although treated here as a soft-currency 
country, does not pul direct exchange controls on imports from the 
United States. But Switzerland controls exchange transactions 
with western European countries in such a way as to favor trade 
from those countries and their colonies over that from the dollar 
countries. Some of the smaller dollar countries in Latin America, 
on the other hand, control trade in a way which involves the govern 
ment in detailed import decisions not unlike those of the soft-currency 
countries 

There is a third group of countries, the Soviet countries. In 
these countries the government is the only international trader. 
Not only the processes ol trade but almost all economic processes 
are a matter of detailed government planning and operation. Very 
little of our agricultural foreign trade is conducted with the Soviet 


blo 


A list of the countries classified according to these three major 





currency areas is attached. Our agricultural exports to them in 
1938 and 1951 were as follows: 


In addition to exchange controls for overall trade and payments , 
purposes, some typical devices for influencing specific trade include 
tariffs, preterences, clearing arrangements, state monopoly of trade, 
and export subsidization. 
The Cuarrman. Mr. Schwenger, the attachments which you have 
! 


will be included in the record, without objection, at this point. 
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(Attachment 1)—Continued 
A CLASSIFICATION OF Mason CurrRENCY AREAS—Continued 


Il. Soft currency area—Continued 
(¢ Free world countries and territories not belonging to a currency area 
1. Europe: Trieste, Spain, Yugoslavia, Finland 
2. South America: Argentina, Brazil, Chile, Paraguay, Peru, 
Uruguay 
3. Africa: Canary Islands, other Spanish Africa, Anglo-Egyptian 
Sudan, Egypt, Ethiopia, Libe 
4. Asia: Syria, Lebanon, Iran, Saudi Arabia, other Arabian 
P 


eninsular States, Afghanistan, Japan, Israel, Sout 








h Korea, 
Nepal, Siam (Thailand), Tibet, Indonesia, other Southern 
and Southeastern Asia, Formosa, other Western Pacific Is- 
lands. 


III. Soviet Bloc countries: U. 8.8. R., Albania, Bulgaria, Czechoslovakia, 
East Germany, Hungary, Latvia, Lithuania, Poland, Rumania, China, 
including Manchuria, North Korea. 


I 


Attachment 2 


Percent of total private imports liberalized in each category, by country 
Food and 
ricu}tt ; M ( 
' Raw ; . 
Country) product > tur 1otal 
materials 
cludl oods 


fiber 


Belgium-Luxembourg ( 32 8 ”) 75 
Denmark f x 60 75 
We ern ( 79 OS O4 90 
freland 72 91 71 7 
I 74 g ) 98) 177 
p therla 0 ¢ 
Norwa 79 8S 70 75 
Portugal... 7 79 Sf 100 83 
Swede 72 99 R9 91 
w f 62 81 { S 75 
Austri 0 0 0 0 
France 65 0 90) 70 64 ) 76) 70 
(lreece ) 0 0 0 
Iceland 51 61 24 41 
rurke. 75 64 f 63 
United Kingdon (78) 2 50 (91) 253 88) 2 2] 90) 2? 44 


m percentages, i. e., the percentages on which 


Figures in parentheses are the current de facto liberalizat 








these countries for the time being require no import per s or claim to issue them without restriction; 
tion percentages not in parentheses have, however, been officially notified to the OLEEC 

parentheses e the percentages liberalized before the recent suspension of liberalization 

n before recent devaluation of currency. Since devaluation quantitative restrictions have been 


ducts with most areas; including EPU and the dollar area. However, wheat, flour, 
and sugar may not be purchased against free dollars without special permit. 
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TARIFFS 


Mr. ScHwWENGER. The most widespread device for th restriction 
yf imports is the levy of a tax or tariff on each item of importation. 


Practically all of the governments of the world levy tariffs on imports 


vhich compete with their domestic products The raw materials 
lor domestu oducers are often duty-fres Many Oo rnments levy 
mall rey tariffs on a wide list of imports. High ven ariffs 
ure iben levied on imports of tobacco, lique r and luxury articles. 
‘| tl oO aerw iltural prod icts have been low ; ed substantially 
| Reciprocal Trade Agreements program both in the United 
States and in foreign market e untries It is estimated that con- 
cessions in the trade agreements cover more than two-thirds of our 
port trade in acricultural products that is, concessions by 
I{ | countries 
The significance of these tariff concessions varies a rood deal. 
Where there are no quantitative restrictions in addition to the tariffs, 
United States exporters receive the full benefit of the concessions 
In cas where there are quantitative restrictions on the same items, 
whether the restrictions are exchange controls in the soft-curreney 


countries or quotas in the dollar area, t 
1 


he sionificance of the con- 
} ] 1 1 
cessions aepends on whether or not tne 


quantitative restrictions 
actually restrict. 

li, as sometimes happens in countries with exchange controls, the 
importing covernment grants licenses freely for a commodity, the 
full benefit of the tariff reduction is enjoyed even though there are 
restrictions in form. If, on the other hand, the government limits 
the tariff reduction may be of little or no present signi- 

us we obtained tariff concessions on apples in a number 
of Western European countries which formerly imported substan- 
tial quantities of American apples. However, these countries cur- 
rently limit severely the exchange licenses for importation of United 
States apples, so that the tariff concessions do not at the moment give 
us any benefit except a smaller charge on the number of apples per- 
mitted entry. They do not stimulate an expansion of trade. 

‘In general, tariffs continue to be an important factor influencing 
our trade in agricultural products and their importance will grow if 
other forms of restriction are reduced. Foreign countries vary con- 
siderably as to the average height of their tariffs. In Western 
Europe, for example, there is an overall average range of tariff 
levels from about 2 percent of the value of imports in Denmark to 
about 25 percent in the case of the United Kinedom. 

Senator JOHNSTON of South Carolina. What is it on tobaceo, do 


you recall? 


Mr. Scowencer. The tobaceo rate is very high. I think Dr. 
Oedon, who works on the United Kingdom particularly, will give you 
the exact rate in his testimony. It is quite high. It is looked upon 
by the Briti has a revenue rate. If you would like, it can be inserted 
in the record at this poimt. 


Senator JOHNSTON of South Carolina. I would like to have that. 

The CHAIRMAN. Senator Johnston, Dr. Ogdon gives the tariff rates 
on tobacco in the United Kingdom in his statement 

Senator JOHNSTON of South Carolina. That will suffice 

\ir. ScHwencer. On hams and bacon, the average levels of duties 
in the important Western European countries is 16 percent, based on 


1950 impor 3°] { | | enc! itl ) rou { he German 


to 26 percent; and the It to Similarly, 1 ( Ss 
average 9 perce) but im J] er Lveragt eat 
duties of 15D pe I comp ( l \ 17 pel ne; n 
Italian duty of 35 p nt v bre ( nt Danish 
duties o1 7 ‘ il t ; oO j Ke : 


Benelux, 25 p - compare 23 ‘pel 


Western Europ 


Thes Paces a ri) 

The CHarrnMan. These high tarifl vou h: mentioned are 
for revenue purposes, su } 3 1n } 

Mr. Scowencer. I bi ( t in se Cast 

The Cu IRMAN Lou WoO tld Lilli i is Ol pro CLIOn Oo le al 


producers? 
Mr. ScHWENG! It surely is in th ise of some of th nmod- 


ities Currently tnese co rh is I have sta ed, are ! I sot 
currency class that 1 mentioned earlier who u ( ‘hange | ises to 
control theu Imports But these high rates are for protective pur- 
poses when ¢ xchange controls m iV be re red 


The CHall MAN hes tariff rates on these particular commodities 





are far abov the United Sta ; tariff rates for the same commodities? 

[r ry IWENGER. Phe ei > it the ( SC of wheat | Can SUDID zl 
comparison for the record 

The CHarrMan. It would be helpful if you would get us a compar- 
ison of the United States tariff rates, becaus you see, \ heat and 
fruits, rice and so forth, are generally competitive commodities over 
a cood share of the W rid It VO ild be O0d examipies to Us 

Mr. Scawencer. I will do that 

The material referred to is as follow 
8 mat a } 4 

O; 
\ ) 4 
Prod \ 

} ) 
™ mm s {) 
Cent : ; 3 
Bac 


Senator Hopy Is there any reason Woy Austria would nave 17 


percent on wheat; Italy, 35 percent; and France, 50 percent? 
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Mr. Scuwenacer. These countries have large domestic wheat pro 
duction, and their domestic wheat producers are generally high-cost 
producers; at least the marginal ones are 


Senator Hory. 7 hey want to protect their producers? 

Mr. Scuwencer. That is correct 

Senator Jounston. They have to buy a great deal 

Mr. Scuwencer. They do; ves. They do that. But not in the 
case of France. France is about in balance, but Italy does import a 
good deal of wheat; and Austria imports even more of its requirements, 
I behev Of course Germany, the United Kingdom and Belgium 
are very much dependent on outside sources of supply 

Answering the question further, these countries are interested in 
maintaining their wheat production, both for the reasons connected 
with the protection of their farmers and because they have been at 
one time or another very deeply concerned about sources of supply 
in- time of war. They have been cut off from imports in recent 
history They are also concerned about the stability of their social 


structure in connection with their farm production. 
The CHarrMaNn. The question is: What would these wheat pro- 


ducers in these foreign countries do if they were not producing wheat? 


They have to consider that, | presume; and at the same time they are 
uneconomic producers. In other words, it has cost them more to 
subsidize production of wheat in their own countries than it would to 
buy it from the surplus-producing countries. 

Mr. Scowencer. That is correct. They also think of the agricul 
tural elements in their population as being political conservatives 
that is, politically nonradical. They have been very much concerned 


at times to keep this element in their populations 
PREFERENTIAL TARIFFS 


Tariffs tend to stimulate domestic production and decrease imports 
In addition, if they are at different rates for products coming 
different sources of supply, they tend to distort trade in favor of 
supplving countries receiving the lower rates. This type of preferential 


i 


rom 


tariff structure has been particularly important as concerns our trade 
with members of the British Commonwealth of Nations 

The present British preferential 
the Ottawa conference in 1932 Dr. Oedon will describe the prefer- 


ences somewhat further. Other colonial powers such as Belgium and 


system was formally established at 


France have preferential-tariff systems with their colonies. Certain 


groups of countries in Latin America also have limited preferential 


arrangements, such as Chil One of the objects of our reciprocal- 
trade-acreements program has be to reduce thie se preferences Tl is 
. : : : 
effort has peen somewnha hand med D\ the fact that the l nited 
States has a pret rential system 1 ts important trace with Cuba and 
the Philippi * but some procres has hbeen made In the | ited 
Kingdom market in particular some ot the most dist rping preferences 
such as those on wheat and certain | its have been reduced ot 
eliminated; and some of the important preferences in the Canadian 
“ | Rac edie } —_ { 
market such as that on raisins have been reduced As in the case of 
! . : | } . r , | { 
simpie tarifls, the reauction of preferences can los Signincance i 


quantitative restrictions are imposed 
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Thus, the Canadian perference on raisins, which favors raisins com- 


ing from Australia and other parts of the E was lowered in our 
trade agreement; as a result we have 1 vimed a significant q banitity 
of the Canadian raisin mai Cel hn the steriu area, Oo he othe Hana, 
there now is an absolute preference he ly d Kinedom irket 
for many export irom the othe ert ere OUun Tries 
CLEARIN( D | ) G MENTS 
One device which has become xtreme. mp tant in recent Vvears 
is the clearing agreement O} bilateral trad ac em { In such an 
agreement, two countries undertake to u ort certain quantities of 
certain commodities from one another du ra given pe d, usually 
a year. The tend hey, and oiten the purpose, ol the agreement 18 
to bring trade more nearly into balance betwee he two cou ies 
The country which imports the greater amount uses the agreement 
to force its exports on the other country n though at high cost 
The country which « xports the greater amount uses the agreement 
to assure maintenance or expansion of its export market This type 


ments of the industrial countries of Europe among themselves and 
with raw-material suppliers. The ag 


of agreement has been particularly important in the trading arrange- 


Oorms as 


he like. 


at i Xt 


oreements take various f 
concerns methods of balancing, assurances of fulfillment, and t 


They can be carried out effectively only where the government con- 


trols trade rather extensively in order to guarantee performance. 
They were important instruments in the prewar breakdown of the 
multilateral world trading system. In the years immediately after 


the war they sometimes made possible a limited reopening ol trade 
in face of the Pee rally chaotic trade and currency relationships of 
that period. However, their net effect has been in a restrictive and 
protective direction, limiting trade as a whole. They often result in 
the reservation of all or part of the importing-country market for 
supplies from the partner country (say oranges from Spain, raisins 
from Greece, or cotton from Brazil) to the exclusion of the comp tl- 
tion of supplies from other sources, such as the United States 

Bilateral agreements occasionally take the form of actual barter 
deals, arranged by LWwo vovernments Thus Denmark and the soviet 
Union have occasionally entered into barter agreements to ex¢ hange 
Danish livestock products for Russian grains and oilcake 

The importance of these agreements at one time became so oreat 
that most Kuropean covernments had large statfs of experts on trade 
and payments constantly at work negotiating and renegotiating the 
agreements with their various trading partners, reviewing perlormance 
under the agreements and direc tine the changes lh government trade 
controls necessary to such performance As of 1951 there were about 
200 of these agreements in effect at one time hey are used in Asia 
and in Latin America as circumstances make multilateral trade difh- 
cult for these countries Their importance fluctuates according to 


the difficulty of the payments position ot the various countries They 


lose significance when the participating countries decontrol trade 
between one another. Thev are probably losing significance among 


the European countries at this time as they pursue trade liberalization 
policies. 
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The Cuarrman. We will undoubtedly have those figures when the 
wool people testify later this week. 

Mr. Scuwencer. Direct subsidies on exports similar to the section 
32 export payments used by the Untied States are used rather infre- 


quently. They apply in a few countries to a limited number of com- 
modities. Greece, for example, has been paying direct subsidy 
amounting to 12 percent on tobacco. In the past it has amounted to 
as much as 50 percent; on fresh grapes the subsidy has been reported 
at 80 percent. It is paid by using the proceeds of a special import levy 
LO Improve the rate of exchange given to the ¢ xporters Greece de- 
valued her currency 2 weeks ago and this situation is now entirely 
cha wed 


I hh 


the Greek Government has discontinued the export subsidies. 


d occasion to get our latest information on it this morning, and 


The Government of Israel has established a subsidy program for 
citrus fruits. Direct payments are made to exporters out of general 
rovernment funds. Direct subsidies have been used in France from 


time to time with respect to cereals, fish, dairy products, and pork. 

Government purchase of commodities and subsequent sale for ex- 
port at a lower price is another export subsidy technique. It is similar 
to those operations in the United States in which commodities acquired 
by the Commodity Credit Corporation are sold for export at less than 
the domestic purchase price. Exports are frequently subsidized in 
connection with bulk purchase contracts and other bilateral arrange- 
ments. In that case the supplying country buys them from its 
farmers at a higher price than is cortracted for. 

Governments sometimes subsidize by absorbing such costs as trans- 
portation to a foreign market. Export subsidization runs the risk, if 
there is a surplus situation, of becoming competitive between different 
exporting countries. This can drive the export price to low levels and 
create international friction. For countries depending heavily on 
exports of a few commodities, it can lead to serious economic difficulty. 

After the expecience of the prewar period, it may be a deterrent to 


the extensive use of export subsidies. 


THE DOLLAR AREA 


The various devices for government influence on foreign trade are 
used quite differently in difterent areas. In the dollar area, since most 
trade moves freely, with no overall control through exchange licensing, 
the individual techniques are of greater importance than in the soft- 
currency areas 

In Canada, the Canadian Wheat Board monopolizes the marketing 
of flour, feed oralns, wheat and oilseeds. It sells for different prices 
domestically, to wheat agreement countries under quota, and to other 
foreign markets. The Board has the authority to vary prices as 
necessary to effect sales and Is successful in underselling the United 
States in such markets as the Philippines and Latin America. The 
Canadian Agricultural Prices Support Board created in 1949, although 
principally concerned with domestic price-support programs, provided 
price assistance to apple growers in Nova Scotia in 1949 to fulfill a 
sritish contract, and extended similar assistance to the producers of 
bacon and cheese on contract shipments to the United Kingdom in 
1950 
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On the import side, Canadian trade is somewhat distorted by re- 
maining Empire preferences, such as those on raisins, apples, apri- 
cots, peaches, pears and canned fruit jus Some of these are quite 


for Ame Cah a ricult ire even thouch thev have been 


significant 


reduced under trade agi ments Canada has a hiehly flexible 
system for protecting he OW prod ers of horticultural products 
from United States products during the Canadian market 1” Seasons 

Under th trade agreements the Canna s have accepte 
hmitation on the numb i weeks per vear during which they apply 
their high seasonal duties against United States products: however 
they retain and use thei right to vary date on which the duties 
beein and to break up the period nto several p ts, appivVu them at 
different times along different portions of 1 horder in $ . hicl 
ean be upsetting to American export trad 

These are the restrictions that seem important to comment pon 
in considering Canad n trade intervention B and tare iowevel 
our trade with Canada is a larce and a grown 7 e and a mutually 
profitabl one, and the restrictions are minol 

Cuba and the United States have a preferential arrangement und 
under which most trade bety en th , t » OvVvs lo r 
rates of Import tariff than do imports from other foreign count 
Cuba obtains practi ally all oO} S lareve rl mport rom ft » Unites 
States. it hes a growing domestic rice industry which seeks furtl 
tariff protection Phe Cuban (rovernment nnounces i quota 
annually which is designed to cover her large domestic lirements 
Imports above the quota must pay a doubl In some years 
the quota has been ina lequate and there hay peen se © problems 
of supply in mnection with it: but the Cuban Gi nment has 
recently agreed on an arrangement to pre nt this im ne Tuture 
United States-( uban trade also is a are ana rowing’ trad 

Currently Cuba is in difficulty as concerns the portion of her sug 
crop not marke table in the U ited States The coun es of EK rope 
to which much of this sugar would normally flow hav xpanded th 
own production and that of their depe ient o issocinted areas to 
avoid paying dollars to Cuba There is reported to be discussion of 
arrangements under which some share of their market would be a 
sured Cuba in cchange for a Cuban un rt: o bu cl Ol 
quantities of their manufactured products 

for the other dollar countries of La n An ( 1) orts Tron 
the United States are at a relatively high lev I eis some vove 
ment mntervention, ma ly in the form of quotas directed ywward the 
development of local industries to replace imports 

The Cu LIRMAN Are Lhe dollar countries of Latin Ame rica Dri 


pally in Central America? 
Mr. SCHWENGER. Yes, from Venezuela north Prineipal Ven 
zuela, the Central American countries \Mlexico and Colombia 


The CHAIRMAN ruguav is not a dollar country? 

Mir. SCHWENGI ‘That is correet We have lassified t as sott 
currency The exact classification of a count n this resvect 
sometimes a@ Matter of judgment, but the crit on that \ nave usea 


here is whether they admit imports { m dollar areas without ne 
device of exchange control In some of the small oun es they 


have other controls which come Imost to the same thing. 
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Some of the principal United States agricultural exports to this area 
are wheat flour, lard, certain fruit and vegetable products, and dried 
and canned milk. Most of these countries would like to develop 
their own flour mills, dairy industries, local oil substitutes for lard 
and the consumption of local fruits in place of imports. For a variety 
of reasons this is a development problem in their eyes. They cannot 
yet meet our prices or our quality, or for some other reason find it 
difficult. 

The CuarrMan. There is a possibility of expansion of markets in 
Latin America if the people there could find some way of getting 
increased purchasing power. They need the commodities, but do not 
have the money to buy them. 

Mr. ScHwWENGER. Yes, that is true for most of the countries. In 


the case of Venezuela, because of their large revenues from petroleum, 
it is not the case. But in many of the other countries it is so, as you 
sav. It varies from country to country. 

The CHarrRMAN. In order to increase consumption, of course the 
ncome has to be distributed among the people because the directors 
of a single corporation can only eat so much or wear so much. 


Mr. ScHWENGER. In most of 1 


hese countries they believe that is 
the case, and that the wav to solve the problem is to industrialize; 
they look to economic development, or some eall it rational develop- 
ment to get a higher level of consumption and purchasing power 


among all their people in the long run. There is room for discussion 
as to whether some of their measures will work iv that direction. 

The CuairMan. Is that not the reason why in some of those coun- 
tries we find a tendency toward expropriation of mines and plants? 

Mr. Scowencer. That undoubtedly enters into it. I am not sure 
what all the reasons are. 

The CHarrRMAN. This is getting out of the field, but when a very 
few people profit from the production of a certain country, the de- 
mand for expropriation increases. 

Mr. SchwenGeER. Lamsure thatiscorrect. The wider the disparity 
between the average level of the population and the few people who 
own the property. 

Senator JoHNsTON. One of the main things is to try to tie together 
exports and imports. 

Mr. Scowencer. For each country, yes. They all have that 
problem. 

Senator Jonnston. That being so, would it not behoove each 
country to study what they could sell to other nations and try to pro- 
duce that? 

Mr. ScHwENGER. Yes, sir. 

The CHarrmMan. In some cases the principal beneficiaries of pro- 
duction do not even live in a country. They live outside, and the 
income of the people there depends on what the nonresident owners 
and operators see fit to pay for wages, which in many cases is very 
low. Then you get the demand for expropriation. 

I suppose a classical example probably would be found in Iran, 
where it is considered that only a few people profit from the im- 
mense natural wealth of the country. You will find that true in 
Bolivia, where the expropriation of tin mines actually took place in a 
desperate effort to increase the purchasing power of the people there. 

Mr. ScuwenGer. I am sure that is a basic factor. 
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ry. ‘ = ‘ I . lal  £ 
Phe CHarRMAN. As the income from t lth of these countries 
becomes concentrated, it Make ti l re acceptab to another 
7 a 
ideoloe ot vovernme! 


Mr. ScHWENGEr. May I tu now to another country of special 
interest in the dollar area, the Philippines While nominally in the 


lar , | ] 1 , ° 
dollar area, the Fhillippimnes ses nange controis tor imitate Ol 
imports competing with in stries which the yvernment desires to 
foster. The Philippines also controls exports of critical materials 
important to the national econo! {mpo f sol commodities 
are banned compietely, while th commod es are nitted mn 
limited quantities 

The Philippines e X ' } } f | r) ' tr »] 7 r) oY j 

i i ill I i VeTyY il ithi SL l l ( Lil 
that is one factor in this conti Ome COMmmMo Ss are permitted In 


unlimited quantities 


r 1 ’ } , ’ 
it is Planned to redue tire iue-<« { tobacco nports severely 
\ ' | ‘ | ? ; 
over the next sey ll Vears orat ) panda iocal proau On 
senator HOEY WW ib are ‘ ao 
Vir. SCHWEN( hey at hot } duell I 1 as thev plan to 
] 
I do not have their production figures, but Ll co 1 OE them fol ou 
We sent pout 25 n i100 pounds on | Avie! ‘ he last couple ol 
vears ihev Wal LO cel tie lown to unde! U MILLOT Lt l 
| ’ ] 
Senator Hor, ihey hove to restrict to about LO mulllo! 
\f 4 ] ] ( 
Vir. SCHWENGI Jit ind 0 lion 
eenatol Hoi } it WOULG avout fj ! yn pounds 
v : ; 
Nit SCHWENGE!I hey Want to ll iS production to aimost 
——_ 1] ) 4 wt | liir | ' y ; y 
lo miulion pounds tn the to Vears | think there is some question 


whether they can do that 


H FT-CURREN( \ 
rl f Ir? ryt } | ' ] ? r + 
lhe soft-curreney countries, althou aking every impor m 
P | l ] ] 
from the United States subiect to covernment decision. took a large 
| , ] \~4 r 
share—sU percent of our agricultural exports in 1951. Chis is a 


slightly greater proportion than they took during 1938 

There was, however, a considerable shift in the nature of this trade 
between the two periods. They greatly increased their purchases 
here of wheat, rice, other grains, and fats and oils which were not 
available in sufficient quantities irom nondollar sources In 
they took tobacco in excess of prewar levels, and them takings of 
cotton between 1948 and 1951 came close to the average level of the 
late thirties. 

On the other hand, in order to conserve their limited dollar re- 
sources, they severely cut thei takings of United States specialty 


items of which they imported compal itively large quantities before 


the war. In some cases where trade had taken piace, there were no 
imports. 

Production of such items has been greatly increased in many soft- 
currency countries, especially in western and southern Europe. The 
exchange controls have enabled Ss ch nereased prod ection to be sold 
in these areas at high prices, while competition from United States 
products has remained greatly restricted. 

In recent months, with more ample supplies of wheat, cotton, and 
fats and oils available outside the United States, our exports to the 


soft-currency area have shrunk considerably. At this particular 
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time, this seems to have been due less to the exchange controls, how- 
ever, than to the fact that foreign competitors have sold under our 
price floors 


rHE STERLING AREA 


Of the soft-currency countries a central group is the sterling area 


Ori rinally this was a group of countries maintaini or the ir foreign ex 
change reserves largely in. the form of pound sterling credits in. London 
41 


The sterling area ¢ volved qauring the depre ssion, and in the war period 


into a more formal group. The countries of the area accepted enor 
mous blocked sterling balances agaisnt their contributions to the 
Un ed Kingdom war effort After the ar they established a common 
pattern of exchange c¢ ntrols vis-a-vis countri outside the area and 
they nore or le Ss freed currebt trabnsactiol BmMon?g themselves. They 


hold most of their gold and dollar reserves in. a commo! pool 

The agricultural exporting 
Australia and New Zealand, currently CHhjoy almost an absolut 
pr "PTO! e tor their products 


WD 
po! ¢ countries such as the United Kingdom As lone a supplies 


countries ithin the area, such as 


; : > a ; 
the markets of the agricultural im 


can, be obtained from sterli Y” SOUrCces, the Umited Kingdom has usually 
refrained from purchasing outsiae thre steriipg area exce pt im connec 
tion with traditional soft-currency sources of supply at low prices 
The CuHarRMAN. In other words, New Zealand has no restrictions 
at all on sending her butter to England for 26 cents a pound. That 
is What it amounts té 
Mr. SCHWENGER 


) 
That Is correct 

Mn 0 an a eeten A Thev have n 

Che CHAIRMAN hey have no re 


strictions, but they also have 
that freedom from re strictions coupled with a iow pric 
M SCHWENGER. That is correct T 


I a ( 


e two are not necessarily 


j } ‘ ; I ] : 
linked because some things that come in from the sterling area to the 


United Kingdom come in at more nearly comparable prices. The 

th their bulk pure hase contracts. They 

' ‘ : : , ' 

have a deal with the New Zealanders, w 
f 


to time, but it has been kept on this 


low prices are connected Wil 
lich is renegotiated from time 
fairly low price basis 
As you know, the relationship between that price and the price 
they pay for their butter from Denmark is an important matter, too. 
They have a bulk purehase contract with Denmark, which is also 
renegotiated And of course one interest of the United Kingdom is 
to keep bulk purchase prices as low as possible 

They have sometimes had contracts with the Netherlands, I believe, 
but these have not always been extended in the course of this price 
negotiating process. In the processes by which prices are determined 
for imports into the United Kingdom, they use both their sterling 
area advantages or disadvantages, and their bulk purchasing advan- 


tages. It is a bargaining process. 


EUROPEAN PAYMENTS UNION AND LIBERALIZATION OF INTRAEUROPEAN 


Under the European recovery program, the countries of Western 
ype in 1948 formed an organization for economic cooperation 
he OEEC. While working very successfully toward European 


recovery from war devastation, the organization never entirelv. 

Sul eeded in sl apne that recover \ in a framework ol decontrolled 
=" 

tra wnd payments among the Mmuropean countries 
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The aim of the organization to free trade from the shackles of 
bilateral clearing arrangements was furthered in July 1950, afte 
preliminary payments schemes had been in force for a year, by a 
full-fledged clearing umion for Western Europe which was linked 
through London wit! 
Payments Union—EPl Intra-European trade was further pro- 


1 the sterling are ‘This called the Kuropean 


moted by a special scheme of liberalization ‘rade increased greatly 
although all these measures were of only modest significans ‘evard 
to agricultural products 

The European Payments Union tends to operate in the direction 
of maintaining a balance between the exvorts and imports of eacl 
country with the rest of the countries of the Union taken as a group 
and of maintaining a balance of exports an imports belw mn the 
Union and the rest of the world Since the ftormer oi thes aoes not 
correspond to the normal course of trade, tl Union is in constant 
difficulty calling for the adjustment of balances through the manipu 
lation of trade and exchange Controls \n objective 3; to replace 
outside sources of supply DV production I the more economic pro- 
ducing countries of the area, particularly for ; cultural products 


The need for such replaceme nt has been th subject Of a nul er ol 
formal resolutions 
The OEEC trade liberalization progran Which EPU was designed 


to make possibli ot under way the latt part of 1949 its purpose 


ye eit Be ai, ' t i ; } , ‘ 4 
is to increase Intra-uropean trade b I f nation of quantitative 


restrictions on import 


At present, as shown in attachment 2, 10 out of 60 countries 
liberalized 75 percent or more of their imports on ] ate account 
from participating countries All the rest of the countries have been 
released from their obligation to do so in view of the imbalat of 


trade with the other EPU cou 

You will notice that the pel eritave of trade libs 1ized in tt food 
and agricultural seetor has been less than 1 the « 
The difference is in fact 1 rater than tLappears to be, becat imports 


by Government monopolies not subject t liberalizatior 


a larger proporwvion of the agricuitural tota 21 percent as ol Lucust 

LOSI, compared with an average of 10 percent for all three categories 
Certain of the “low tariff’? countries such as the Benelux countries 

and Denmark, who lived up to their liberalization obligations, now 

complain that it is unfair to expose their producers to competition 

when the other EPU countries continue exchans protection They 

are considering raising tariffs as a substitute for exchange co | 

AGRICULTUI L INTEGI TION IN El OPI 


One if the economic unification movements of special interest is 
that toward a West Kuropean agricult ‘ omi nity oO! times 
called the “Green Pool’ which aims a singie mi t in Western 


Europe 


Present plans indicate that agricultural ition is to be sought 
over a long period of preparation and t th pre 
guards for the livelihood of the many | mall farmers of 
Kurope lt seems unl kely tha much \ come of the schem«e n 
the near future. There is no compelling po eed for as i] 
tural integration. There ts a wide diverget of interest. It is 
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unlikely that any of the high-cost countries will readily « 
markets to lower cost imports from their neighbors. ‘4 
danger that the movement might degenerate into something akin to 


an intra-EKuropean cartel, with long-term purchasing contracts or 


tight quota controls among its members. If exchange controls are 
removed, such a scheme could be used to continue the assurance 
against United States competition that is now given through the 


licensing of imports. 


JAPAN 


Japan is one of the world’s leading importers of agricultural prod- 


ucts, depending heay ily on foreign sources for its supplies of both food 


and fibers. It ranks among American agriculture’s three largest 
outlets. United States agricultural exports to Japan, mostly cotton 
and grain, averaged $385 million in 1950 and 1951. In the same 


2 years, United States agricultural imports from Japan, mainly silk 


and tea, averaged $26 million. 

Imports into Japan are generally restricted to essential commodities, 
principally foodstuffs and raw materials required for Japanese ind 
try Under current regulations, imports require licensing, with 
certain limited exceptions 


7 7 1 © uy 
Japan revised its prewar tariffs and placed a new schedule in effect 
' - 1 ee ar ‘ 
on May 1, 1951. In general, duties are moderate 
tariff schedule was so designed as to encourace the importation of \ 
an Wuties ol 
| I 1 wnt ra laread ~parag] "10 whe ‘ l harler ey 
10 to 20 percent were placed on cereals—rice, wheat, and bariey put 


enforcement of duties on these basic foodstuffs is suspended at present 


materials, machinery, and manufactures scarce in Ja 


Japan is anxious to reenter the foreign trading community on at 
equal basis. Japan has applied for admission as a contracting party 
to the General Agreement on Tariffs and Trade. Some nations are 
concerned because of Japan’s prewar reputation for unfair trade 
tactics, dumping, trade mark violations, and so forth. Japan, 
however, has largely eliminated these practices. Japan is faced with 
high duties or other restrictive practices in the industrial countries 
and their colonies. They have lost their natural market in China 
and Manchuria for political reasons. 

The Japanese Ministry of International Trade and Industry is 
currently trying to reduce Japan’s imports from the dollar area in 
the belief that a real dollar shortage will follow the d 
procurement for Korea by the United States Army and the decrease 
of spending by American troops. 


ecrease of special! 


SOME CONCLUDING POINTS 


The complicated and largely discretionary trade controls that 
foreign governments—particularly in soft-currency countries—now 
exercise have not prevented a fairly high level of international trade 
in agricultural products during the period of general scarcity that 
prevailed from the end of the war to about a vearago. The situation 
may be otherwise from now on for commodities that come into a world 
surplus position. 

United States supplies will tend to be drawn on by soft-currency 
countries only as a last resort as long as the division of the free world 
into separate currency areas persists. Hence, the inconvertibility of 


“se 
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currencies is a kev problem The restoration of convertibility is 
generally recognized to be in the interest oi 1e economic strength and 


welfare of T all of the countries of the free world and there is considerable 
sentiment in a m rmbe1 of solt-eurrency countries in favor of movin 
toward convertibility. 

In this connection, it is of interest that the major soft-currency 
countries are pledged in the International Monetary Fund and the 
General Agreement on Tariffs and Trade (GATT), to work toward a 


world of convertible currencies and a minimum o yvernment inter- 
. ] ri. + , . 4 4 t 

ference with trade. (he status of our reciprocal acreem<« > wit} e 
various foreign countries is shown in attachment 3. It shows that 


most of our important market countries are members of the GATT 


The GATT requires its members to report annually on disecrimina- 


tory import restrictions and, beginning in 1952, to consult as to then 
continued resort to the 1 of such discriminatory restrictions. Con- 
sultations were held last fall in Geneva with five countries, the United 
Kingdom, Australia, the N therlands | ily and ¢ evlon and arrange- 
ments were made to carry out similar consulta ions W th several 
countries. Representatives of the International Monetary Fund 
participated in the consultations and the fund held separate consulta- 
tions with the same countries on thei pone e-ol-pryvments Luations. 
The consultations provide an opp Ol vernments to in- 
form each other of their trade dif ution and to seek solutions based 
on the expansion of international trade. There was an exchange of 


information and views on overall policy, and on the administration of 
the restrictions in ré spect to particular commodities This detailed 
discussion helped to an understanding of the actual working of the 
restrictions, the problems of the restricting countries, and the diffieul- 
ties which the practice of discrimination creates for exporting 
countries. 

The consultation covered corrective measures. The relationship 
between internal monetary and fiscal policies and balance-of-payments 
position was recognized. This may have been the most important 
development in the talks. The first series of consultations may have 
cleared the way for future more concrete discussions. 

Even though there may be periods of relative dollar abundance as 
against dollar shortage in these countries, as long as there is the whole 
mechanism of separate currency areas and control of trade into the 
soft-currency countries, there will be a tendency whenever things get 
at all difficult to resort to the restriction process rather than by 
expansion of trade. The key ck tg m therefore is the reestablishment 
of the convertibility of currencies the world. 

Senator JOHNSTON. It would be soak better if we had only one 
currency, would it not? 

Mr. ScHwencer. It certainly would. Then you would be able to 
compare costs and prices. Having all the trade subject to positive 
Government consent before it can take place is in itself a restrictive 
force. 

The CuatrMan. We found this very interesting. It will appear in 
full in the record, including the attachments 

Dr. Ogdon, I do not think the hearings would be comple 
the information which you and Dr. Schwenger are giving the com- 
mittee this morning. Will you proceed, please? 


} 
» without 
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STATEMENT OF MONTELL E. OGDON, HEAD, DIVISION OF BRITISH 
COMMONWEALTH AND TERRITORIES, FOREIGN AGRICULTURAL 
SERVICE, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Ocpon Mr. Chairman and members of the committee, 1f 
it is agreeable, I would like to divide my statement into three parts 
First, | would like to point out specifically certain policies, arrange- 
ments, and prac s, particularly of the United Kinedom, which 
should be broucht out into the open so that thev can be taken into 
account in such revisions as may be made in our own policy 

Secondly, I would like to show the effects of some of these policies 
on our agricult iral exports to the Unit ‘d Kingdom Thirdly, l 
would like to suggest, if J may, some specific procedures for coping 
with the deep-seated type of measures found in the United Kingdom 


Che British Commonwealth policies and particularly those of the 


Tnited Kinedom that currently affect our trade adverse Ly are as 


High tariffs: Some other types of barriers are so effectual in 
keeping out United States products that one seldom hears this one 
mentioned. However, the fact should not be overlooked that mem 
bers of the British Commonwealth sometimes have higher customs 
duties on important United States export commodities than we now 
have in the United States on the same items Though the tariff rates 
in the United Kingdom average lower than ours, one expecially causes 


concern. The duty on bright flue-cured tobacco which is £2 18s. 2d 
per pound—or more than $8 per pound—was designed to discourage 
consumption of tobacco. Some colonial rates on tobacco are for 
protection of domestic production Several Canadian seasonal duties 


on vegetables, small fruits, and deciduous tree fruits are intended to 
be high enough to keep United States produce out of any part of 
Canada Ww here there Is adeq uate CG ani: vdis wn supply to satisfy de mal id 


». Preferential tariff: Ge ‘nerally, the preferential import duty rate 
eranted to producers within the Commonwealth has been more 
damaging to United States producers than has the height of duty. It 


caused a shift to Empire sources of supply and serious!) affected 
output of established markets for such United States products as 
prunes, raisins, other dried and canned fruit, corn products, and other 
packaged foodstuffs. The tariff margin of 10 percent or less of the 
value of a product, and in the case of unmanufactured tobacco, 21 
cents per pound, has been enough to favor an Empire supplier; w hile in 
some cases a much greater preference has been maintained by the 
British Dominions to divert trade to a member of the Commonwealth 
at the expense of a United States industry 

3. Government pressure on domestic importers: This is a devious 
device and oftentimes difficult to prove, but we know it is used very 
effectively at times by foreign governments to protect their domestic 
producers. In 1932 the British Government under threat of official 
action, if suppliers did not submit voluntarily, persuaded suppliers of 
ham and bacon to accept quantitative restrictions on im ive into the 
United Kingdom. Since 1949 tobacco manufacturers in the United 
Kingdom are required to put a minimum amount of oriental-type 
tobacco in all cigarettes ie cd for the home trade. American sup- 
pliers not only object to the loss of their market, but also fear that 


the British Government is deliberately undertaking to change the 


ors 
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taste of British smokers from their long-established preference for 
bright flue-cured or Virginia-type tobacco 

4. Government purchasing: This was inaugurated durin 
World War, revived in the Second and retained by the British Gov- 


ernment to be used during the postwar period of political and economi 


uncertainty. President Woodrow Wilson and Food Administrator 
Herbert Hoover, among the Allied Nations leaders, felt the force of 
this bargaining weapon, but held then ound agamst what they con- 
sidered to be unwarranted demands by British purchasing authoriti 
Since World War II the activities of British purchasing agencies have 
been directed by the Treasury With a view to obptamineg ivorable 
terms of trade for industry in the United Kingdom as well as to keep 
down the cost of living and tO save [orelgn exchange Che svstem has 
resulted in great dissatisfaction a ong suppliers, incl iding the coun- 
tries that get the trade. The policies of British purchasing authori- 
ties are well known among traders but little publ ized H ippuy, 
some of the trade is now being restored to private hands 

o. Price support arrangements The United I ngaom and, | 
believe, all other nations with a modern agricultural industry, have 
price support or equalization measures. After World War I when the 


first big slump came in farm prices, steps were taken to raise larm 
prices and at the same time to protect farmers from foreign 
competition 

To obtain these ends the Government created several agricultural 
boards with authority to control marketing so as to raise farm prices, 
subsidized the producers of main types of crops, and restricted foreign 
competition through tariffs and import 
continued and reaffirmed during and following World War II 


[he postwar program has not required any special import-control 


t P ’ arant were 
quot Ls ce Guarancies were 


machinery since imports were effectively controlled by Government 
purchasing of imported foodstuffs. With the part return of import 
trading to private hands this yeal the hiche si offic lais, [rom the Prime 
Minister on down, have come to realize that the support of farm prices 
may be something of a problem if imports are not controlled 

6. Foreign exchange controls: Present controls were initiated at 


the very beginning of the last World War, and were effective in 
conserving foreign exchanges for military and other essential purposes, 

At the end of the war the United Kingdom found itself shorn of a 
good part of its foreign investments and with large new obligations to 


India, Ireland, and many other countries—most of them part of the 


1 1 Ts ‘ : f ] ] 
so-called Sterling area S position as an exporter ol goods na 
services and hence its dollar « ning capacity hehe iliered oreatly 
under the impact of war. To tide the United Kingdom over these 


difficulties and in ord rto obtain atl ‘laxat on of impor controls. the 
United States loaned it $3.750.000.000. and Canada made a loan of 
$1,.250,000,.000 


United States sales of farm products d ng 1945-47 were fairly 
satisfactory, but the | nited States loa 1 Was used ip Tastel than Wis 
anticipated. Severe restrictions on the use of dollar foreign exchange 
were imposed in the latter half of 1947. The Ministry of Food, which 


still purchased most of th co ntry siood imports, announced abi iptly 
with great disturbanes Lo Unit ad States re eers processors, and 
exporters, that all purchas S rf food from the United States wo ld be 
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stopped. In 1948 our food exports to the United Kingdom declin 
to a level of $35 million compared with $350 million in 1947 

The regulations governing the foreign exchange allocations after 
the 1947 crisis wet ever made public, but action and official stat 
m indicate th asurv from 1947 to date allocates ex ! it 
pul ses in t cL nit i ; oniv when the produ a ssentia 
I I 
and ¢ Mot e ObDtamed el vie ru ther 1 price concession b 
+ ‘ j } ] 

cb ent pro ere ha been numerous ag ltural 
a pine i S ill ced or assist | nv the (70% rnment & 
ed | ym. They include schemes the production of cotton 
tot un) : ] vestoc! [" ree chemes have recently alled 
I er ivi ePAnUt pro Ter the ¢ imbia poultry sch 
4 (>) nsis \ § eS] ek “ ¢ l I lf \ 
I ts fo uy investi ls on a nm Il Dasis, t \ ut 
ba LO uly ComMmypD e witl ot] er produc no area We | 
{ ve much more since it is British policy that they be « I 
vith some kind of a long-term market guaranty 

\ arly as 1917 at the Imperial War Conference a resolution was 
a yi avoring all possible encouragement of Empire production 
and ta orabl treatment for such produce \ resolution affirming 
the 1917 position was adopted at the Empire Kconomic Conferences 
in 1923 see hecol of Proceedings and Documents, October- 
November 1923, Emperial Economic Conference, Cmd. 2009, 1924 
620 pages, London, at page 238. 

In promoting the development of bright flue-cured tobacco produc 


’ 1 
tion in South Africa and Nyasaland the British Government has 
aranteed to take most of their production over a period of 5 yeaa 


n the Queensland scheme the Government in London announced 


I 


that a 15-year contract for meat was involved, though the scheme has 
since folded uD I) the Gold Coast the largest colonial development 
project ever undertaken by the British Government is underway on 


the Volta River. The planners envisage both industrial and agricultural 





development 

\ factor obstructi Y foreign investment 1 British aeri itura 

development has not only 1 the immitatio on e@Xpol ot ea oS 
t lInvestmen I LO itimes the apparent unfavorable atmos 
| for d D ; n th American manne! 

“ Kixne ( is thy pe ra lent ady ~ V atecting 
| ed St s inel ort duty rates, and commodity boa 
cort 1 oO ti tra rt 

tuxXpol Lut ites hane »p United Stat pure} rs of colon! 

ils and a tural raw 1 | Non-Emy] S ( 
j } ) n\ ( ( , F ( } o.onial | l iS CoD! Lil Ce] 
nel hick Lr D1 Vi ‘ a ( As nrerere ( LV ¢ 
> D hi i dvant over American 
3 nd yorters mm thi unt markets 

\\ iti Lh) { l d Ky CLOtT ] i mi iOr eX Ul I ol rl iutura 

| lucts, and h no commodity export control boards as such, all 

dom} 3 We everal colon iave these boards that ar 
( d in selln adi ind shipp yrodu broad Mhe 
( lians do not handle all exports through such boards but they 
do have such a legal arrangement when they wish to use it 
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3. Buying first from domestic producers who are guaranteed a 
market; next from sterling countries of the Empire; and then, also in 
order, from soft currency countries, Canada, other countries; and fi- 
nally, if the commodities cannot be obtained elsewhere, from the 
United States 

The effect of the wartime and postwar program to increase domestic 
food production in the United Kingdom has been to raise the output 
about 40 percent above prewar and to make the United Kingdom 
about 40 to 45 percent self-sufficient. The « 
i} 
tl} 


fect of all British Com- 
monwealth food-produetion programs, plus the controls affecting um- 
ports, has been to increase the percent of imported United Kin “dom 
food supplies originating within the Commonwealth and Empire from 


o6 percent prewat to about 50 percent in the vears since L9OAS., during 


which time restrictive foreign-exchange controls have been continually 
In operation. 

For the shocking effect of the very restrictive fore n-exchang 
policy since 1947 on some of our principal producers for the market 
in the United Kingdom, see pages 7-9 in Foreign Agriculture for 
January 1950, and the charts showing “United States Exports of 
SelecteAgricultural Commodities to the United Kingdom, 1920-1952.” 

[ would not wish to attempt to specify which commodities might, 
when quantitative controls are removed, be sold in the British Com- 
monwealth in greater or less volume than during the prewar period 
Some commodities may never attain the level of sales reached in peak 
prewar periods. Changes in consumer requirements or tastes as well 
as development of competitive production may influence marketing 
conditions. In some cases, on the other hand, our agricultural 
products may be in a stronger marketing position than they were 
prewar, because of an improved product, or important development 
within the importing country, such as industrialization and rising 
living standards. 

There is a stark admission now coming forth that import restrictions 
weaken industries and create maladjustments that beget further co 
trols. In the British white paper on decontrol of grain issued this 
spring it is suggested that import controls will ay used to protect the 
domestic price-support operations. The Ministry of Industry and 


Commerce in New Zealand said only a month ago that he favored 


reversion to tariffs rather than licensing of imports for the purpose of 
strenethening the aations’ eco omy 

He stated, however, that there might be cases where import licenses 
might be the only satisfactory means of protecting some local industries 
during the next few years. 


I do not think the New Zealand Minister meant to imply that in- 


dustries were especially to blame for the present situation. Malad- 
justments in the production pattern, m commodity prices, and in 
production costs arose In Many places when during the war supplies 
could not be obtained from their normal sources All couutries 
expanded some industries for defense purposes All countries pro 


moted the product on of certam acr ultural products because of the 

] : } | ; +» , ? ’ | 
abnormal defense demands or becasue of the obstructions to normal 
trad 


Lae 





Governments found after the war that there was one reason or 
another to encourage certain phases of a national industry. On the 


j } 


other hand, there are industries in Canada and other members of the 
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Commonwealth, just as there are in the United States, who | 
ly ] ] aes . . } 17 
already Made adjustments that would 
on a competitive market basis 

Price differentials between e¢ ntries are one of the ma results oO 
the wartime progran i i in my O} rod 


ountries 18 one otf the 


son of ret ] ( Is ) / ( ? ; g 


the more restric 
] 

acri¢ ul ure and Oo 

our competitive position wi { , . , . ti 


tant British market 


Nothi [ have said ts inten¢ ito detr: { m the at 


here by the respective specialists, or the farmers who have protested 
against discriminatory practices, or from the service being performed 
our agricultural representatives abroad who are fighting all of the obsta- 


cles in the British Com alth markets that I have men ed 
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above | hope they will continue to lay bare for all tos the Tac 
‘ 41 l 4 , r ' y 1 1 | 
tors that obstruct the mar ceting of our products We should not fau 
» follow up commodity-by-commodity market surveys with an a 
’ } ie . — 
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British demand in e near future for United States tvpe of raw cotton may 
not be expe d to reach the peak levels of the 1920’s nor those of the latter part 
f tt 3. Britain’s textil interests apparently intend to operate heir 
postwar it a reduced level but with more effi nev tha efore t val 
rea r emphasis is also bi lons tnetic ft yroduct that can » 
yoodpulp ) t from nond ea and o rete ides of cotton textil 
v\ ise a i per of United St ites medium Oo mediun shor stap 
han ¢ t li of textil 
I IT AND VEGETABLES 
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po! ora petru i and un large qua ties f runes and 
ra < } j e 1920 | 1930’s fro 6 to 10 illion pounds of other dr | 
tr 2 year 
We also exp la ul f ca 1 fruit to I a trade 
it < 1 eadils I I I ar 10d fro i 1 mill 
pounds 320 to 280 millic nounds 1938 a i 
vegetabl eraged nearlv 20 million pounds a ) and 
lined rties 1 just before the wa les fol- 
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(Juantitative restrictio ) ports fror | i , 
shoulders wer egotiatead tie Iritis ( I Ni ! er 1932 er 

reat of an order if su suppliers did 1 
quotas Failure of Denma to agree t i r a se f ed 
promulgation in November 1933 of ar port 1 yr ( a 
compulsory powers in the Agricultural Maz \ 1 otal al 
imports provided by Empire irces rose fr { ! n 1932 99.3 
in 1937 

Imports n of pork other t ul Aco! wn 1 or rT 
in 19385 except under license hus curtailing portant Unite States « 
During 1921-30, fresh pork, pickled, salted, a ‘ id our - 
cipal “other” pork expo Oo United Kingd Avera xy 13 ( S 
a vear for fresh pork and 5 mill for pickled or sa Ll prod 

Karly in 1940 Britain stopped pol ! | { r United Sta 
Shortage of dollars and shipping spa 
stuffs could be bought e dollar area, and 

After lend-lease shipments got under wavy it 149 ‘ ’ ‘ mea : 
bacon from the United States ame Do a hie 
strictions imposed by t nit Kingdom in A 7 aga rtail 
States pork export Our shipment f it a ird to Britain dy 
$58.5 million in 1947 to SO.8 1 on it 148 

Development Db Bri uy ’ ) | 1 \us ed 
production in British East Africa ma 4 United St 
of pork and lard. Su schemes at ! 
devel pment eek protection against for 

During the war our exports of dairy and ] tY ed ry 


\n important trade developed in certain ec li cheese, dried n 
and dried eggs, which the | { 1 ots port 1 { 4 
all before the war 

In 1945 and 1946 the United State pplied al t four I 
Kingdom’s cheese imports We ere Britair ’ ! ( sed 
dried milk Jut in August 1947 the United K post ’ I 
bargo on United States goods, and 1948 our [ ed K 1 























FOREIGN TRADE IN AGRICULTURAL PRODUCTS 





of dairy products and dried « which had totaled $143 million in 1947, dropped 
to $30 million In 1948 and 1949, marketings have been in cheese, dried wh 
and eggs, and frozen egg The trade, though small, would have been smaller 
had not ECA made it easier for the United Kingdom to finance it 
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United Kingdom ranged from 30 to 50 mm pou \ those 
rice, riceflour, and meal were about 4 to 5 mill 

From an average of $23 million in 1936—38 and $69 n nt 1947 
ments of wheat, wheat flour, and other grains to the United King roy 
$0.1 million in 1948. Asa result of the <« nor alks Washingt se 


1949, the United Kingdom agreed to spe 
from the United States during CA’s 1949-50 program vea 
ional Wheat Agreement the ted States has a foreign 








Under the 1949 Interna g 
market. at guaranteed prices, for 165 million bushels of wheat a vear for the 
next 4 years. The British market, however, is ( ipplied ler 
purchase arrangements wit! e D nior Besides. : r Marshall Plan aid 
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Mr. Oapon. Highlighting the statement in summary, I might 
just call attention to the fact that the United Kingdom has made 
receprocal trade agreements with us and has made some pretty im- 
portant concessions to us, has taken off the tariff, or reduced the 
preference so that our goods can compete theoretically with the 
Commonwealth product. 

The last sentence is important: “Such British elimination or modi- 
fication of Empire reference, however, may be largely ineffective in 
stimulating trade as long as foreign-exchange restrictions are opera- 
tive.’ In other words, the tariff concessions have not been effective 
in letting our products into the market. 

The controls other than tariffs are the effective controls in the 
sterling countries, and those are the ones I think we definitely have to 
work on now. 

Also the effect of British controls on United States exports 1s to 
leave our trade very much in doubt, and the limited opportunites to 
sell usually develop only after the greatest uncertainty and 
discouragement. 
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The Cuarrman. Apparently some of these countries that used to 
be colonials to one country or another become industrialized, and the 
pattern of exports and imports just completely changes Kor m- 
stance, it was testified before the committee the otber day that the 
Philippine Government is not filling its quota for sugar because as the 
income and purchasing power of the people of the Philippines has 
risen, they are eating more sugar and consequently do not have enough 
to export. 


; . 
It seems to me that New Zealand is the country particularly u 
t ] : j > % , . i a 
point where some industrialization would result in a better situation 
: ne : : 
all around Chev have an imbalance of their economy there, being so 


purely agricultural, that they lack the purchasing power with which 
to go into world markets and buy and sell on anywhere near an 
ee uitable Dasis 

They have to sell their butter and cheese for what the United 
Kinedom will give them, inasmuch as they cannot send it in here. 
They would break our market if they could trade here because they 
would probabl send us all their butter and cheese if they could 


ship it in here 


Ir. Oapon. Those price differentials do develop after a war; and 
aes : 

some artificial controls such as bulk purchasing keep one area from 
trading with another. New Zealand had a different way of grading 
here meat, cutting and trimming her meat; and while they may 
have a lot of grass and it may be efficient production we certainty 
know that their butter production is efficient—we ect on a different 
atanslard i}, ( ' . tr. ¢ ome velit Iii reat 
sLATICL ad WILD respec { 2% COTNMOdCILV Tike Meat 


| think vou are exactly right, Mia ( hairma : The Britis 
were tied to the mother country. Now the sterline svstem sort of 


ties tl Dominio is to the mother country, Loo, except Canada, of 
cours 

The CHAIRMAN tlow do vou classify Canada? 

Mr. Oapon. She is not a member of the —e bloe, and there is 
a high level of trade between Canada and the United States 

Trade of other members of the Commonwealth is tied in pretty 


much to the United Kingdom 
The CHarrMan. We have the ludicrous situation with some of thos: 


countries subsidizing production which they cannot afford and which 
they could secure at much lower costs than the cost of subsidizing 


from surpluses in the Western Hemisphere if there was only some way 
that some medium of exchange could be used 

M Oagpon. That is richt \ustralia and South Africa are makine 
creat headway in industrialization, and they are eating more of ther 
ow ods. 

The CHarrMan. Is their currency hardening, or can it harden as 
long as they are members of the sterling bloc? 

lr. OaGpon They have to pool thei ear nes of dollars in the Bank 
of England under the sterling system. 

CHAI vy. But they know the value of a dollar 

\ Oacpon. They certainly know the value of it. Here is some- 
thing in the Lond Times of last Tuesday that eet that South 
Africa would like t od le more with the United States if she had the 
opportunity. The same thing is true of other ee 


Che CHarRMaANn. That is true of the Latin American countries, too 
<e to trade more with the I nited States. That is 
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ybably true of the Dutch East Indies; they would like to tie closer 
the United States. 





iave been following some of the comments from readers and the 

ec rials in the London Times whil the Wheat Act ment Was beimne 
discussed here. | notice they seem to feel that $1.50 a b hel 
pretty fair price for anybody’s wheat, and if it were not for our pris 
support program, they might be getting it for $1.50 today 

Mr. Oapon. Thev might not because production went dow1 
Australia quite a lot; and if we did not have a pretty goo ( 
course we might have a decline in output of « Lin items 

The CHAIRMAN. It would be safe to sav we would not be pro 
wheat for $1.50 a bushel 1" probabl ould be that the ( 
were held at $1.50, thev would not br ttine all th wheat th 


needed. 

Mr. Oapon. The Australians ran out of butter coul of 1 
ago. After meeting their contracts to make shipments to the t nited 
Kingdom, they could not get butter from their crocers This wo 
a lot of people up to the fact that the popULATION and indi strial atior 
in Australia is increasing with the effect that food production is not 
keeping pace 

So there were articles in the Econon 


indicating tha Australia may some daa pecome a food 


1 0 
Of course they are optimistic about their development 

The CHAIRMAN Is that due to in istrial evelopn nt l istra] 1? 

Mr. Oapon. Yes. The population of 1 country is not awf 
great, and with workers and capital going into industry, you have a 
relatively stronger demand for many agric ral products 

The CHarrRMAN. | think we will have to 1 ss the earring now 
because the second bell has rung in the Senate Tomo! OW we have 
set aside the export and import hearings and will take up the Exten 
sion Service bill 

The comunittee will Stand adyjourne un 10:00 o’eloe k tomorrow 


morning. 
(Whereupon, a 11:20 a.m.. the Committee adiourned until Tuesda 


. " 4 j wr 
morning, 10:00 a. 1 \pril 28 8 
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The CHAIRMAN. Apparently some of these countries that used to 
be colonials to one country or another become industrialized, and th 
pattern of exports and imports just completely changes Kor in- 
stance, it was testified before the committee the other day that the 
Philippine Government is not filling its quota for sugar because as the 
income and purchasing power of the people of the Philippines has 
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from surpluses in t 
that some medium or exchange could be used 
Mr. Oapon. That is right \ustralia and South Africa are making 
creat headway u idustrialization, and they are eating more of their ma ® 
ow! Loods ? 
The CHArRMAN. Is their currency hardening, or can it harden as 2 
long as thev are members of the sterling bloc’ : ’ 
lr. Oapon. They have to pool their earnings of dollars in the Bank 
of England under the sterling system. 
HAIRN :. But they know the value of a dollar 
Mr. OGpon They certainly know the value of it Here is some- 
thing in the London Times of last Tuesday that shows that South 
Africa would like to trade more with the United States if she had the 
opportunity. The same thing is true of other dominions. 


Che CHarRMan. That is true of the Latin American countries, too. 
They would like to trade more with the United States. That is 
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“4. In turn, this inflow causes many domestic producers to demand increa 
protection against these competitive imports in the form of higher duties, qu 
restrictions, or outright embargoes. These demands are even made when t 
imported product is of recognized superior quality, and traditionally com>"¢ 
premium prices in our markets. 

“5. These protectionist demands are not understood by foreign exvol 
nations of good will, and cause grave doubts abroad as to the sincerity of the 
avowed intent of the United States to assume leadership in the expansi0u of inter- 
national trade. These doubts are magnified when these nations see our surpluses 
exported, with the benefit of subsidies, at prices below world market prices, under 
conditions that would be considered as dumping under United States laws. 

“6. The situation is still more puzzling to our foreign friends when it is a well- 
known fact that the United States must rely on export markets for 11 percent of 
its total farm output, and for about 40 percent of such major crops as cotton, 
wheat, and rice; 30 percent of sorghums; 25 percent or more of tobacco; and 20 
percent of soybeans and soybean products. 

“The United States import trade asks no special privileges or treatment in the 
solution of this pressing problem, but does urge a return to conditions where the 
natural operation of the law of supply and demand will prevail, and where dis- 
locations in the flow of world trade in agricultural commodities caused by ab- 
normally high price levels in our markets will be corrected. 

“An early return to healthy and stimulating competition by private enterprise, 
both in world markets and in our own market, should be the main objective.” 
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